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Re: Amended 12g3-2(b) Application
First Majestic Silver Corp.
Filing Pursuant to Rule 12g3-2(b) under the Securities Exchange Act of 1934, as
amended
(SEC File No. — 082-34833)

Ladies and Gentlemen:

On behalf of our client, First Majestic Silver Corp. (the “Company”), we hereby amend
the previous application of the Company submitted to the Securities and Exchange Commission
on or about October 4, 2004, seeking an exemption from the registration requirements of the
Securities and Exchange Act of 1934, as amended (the “Exchange Act’), pursuant to Rule
12g3-2(b) under the Exchange Act. The Company's application is being amended to (i) bring
the present application current and (ii) to apply for the electronic publishing of home country
documents exemption available under Rule 12g3-2(f). This amended application contains a list
as well as the paper submissions for all public filings made by the Company since January 1,
2007. The Company is a “foreign private issuer” as defined in Rule 12b-2 of the Exchange Act
and is submitting the following information prior to the date on which a registration statement
pursuant to Section 12(g) of the Exchange Act would otherwise be required.

The Company is required to file continuous disclosure documents in the local
jurisdictions in Canada in which it is a reporting issuer pursuant to National Instrument 51-102
entitled “Continuous Disclosure Obligations” (the “Instrument’) which was originally adopted by
the Canadian Securities Administrators on March 30, 2004. The Instrument was implemented
in Canada to nationally harmonize a set of continuous disclosure requirements for reporting
issuers, other than investment funds. These continuous disclosure documents are filed with
those jurisdictions in which the Company is a reporting issuer electronically through the System
for Electronic Document Analysis and Retrieval (“SEDAR"). Continuous disclosure
documentation filed through SEDAR is available for review at www.sedar.com.
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The Company is a reporting issuer in the Provinces of British Columbia, Alberta,
Saskatchewan, Manitoba, Ontario, New Brunswick, Nova Scotia, Prince Edward Island and
Newfoundland, Canada. Pursuant to the Instrument, the Company is required to make public
and file on the World Wide Web at www.sedar.com, continuous disclosure documentation,
including the following documents: all interim and annual financial statements together with the
appropriate MD&A; notices of changes to the Company’s corporate structure; notice of any
change of year end; documentation required in connection with reverse takeovers; a notice of
any change to the Company's auditors; an annual information form; all news releases that
disclose material information; all material change reports; business acquisition reports for
significant acquisitions; management information circulars and proxy-related material; material
contacts; the Company's constating documentation and any changes to the constating
documentation and any other information the Company send to its securityholders.

Pursuant to Rule 12g3-2(b), the Company submits the following information:

A, Information which the Company has made public pursuant to Canadian federal
and provincial corporate and securities laws and information made public by
securities regulators pursuant to Canadian federal securities laws and pursuant
to the Rules of the Toronto Stock Exchange, the exchange on which the
Company’s securities are listed.

Pursuant to Rule 12g3-2(b), we enclose a list and paper submissions of the following
documents in connection with the Company that have been made public and filed through
SEDAR since January 1, 2007:

1. News Release, dated January 8, 2007, and filed on SEDAR on January 15,
2007,

2. Material Change Report, dated January 8, 2007, and filed on SEDAR on
January 15, 2007,

3. Notice to TSX Venture Exchange, dated January 17, 2007, and filed on
SEDAR on January 18, 2007;

4.  Geological Evaluation of the Projects at the La Parrilla Unit, State of Durango,
Mexico, dated February 2, 2007, and filed on SEDAR on February 5, 2007;

5. News Release, dated February 1, 2007, and filed on SEDAR on February 9,
2007,

6. Material Change Report, dated February 1, 2007, and filed on SEDAR on
February 8, 2007;

7. News Release, dated February 6, 2007, and fited on SEDAR on February 9,
2007,

8.  Material Change Report, letter from foreign issuer, dated February 6, 2007, and
filed on SEDAR on February 9, 2007,
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10.

11.
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22.

23.

24.

25.
26.
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News Release, dated February 7, 2007, and filed on SEDAR on February 9,
2007,

Material Change Report, dated February 7, 2007, and filed on SEDAR on
February 9, 2007,

Interim Financial Statements, amended, for the three-months ended
September 30, 20086, filed on SEDAR on February 20, 2007,

Management Discussion and Analysis for the three-months ended September
30, 2006, amended, filed on SEDAR on February 20,2007,

Certification of Translation, dated February 14, 2007, of Letter of Agreement
between the Company, Industrias Penoles, S.A. DE C.V. and Minas Penoles
S.A. DE C.V., dated December 18, 2006, and filed on SEDAR on February 20,
2007;

Certificate of Transaction, dated February 14, 2007, of Stock Purchase
Agreement between Mrs. Rebeca Medina Merino, Mr. Eduardo Chico Sanchez
and the Company, dated November 4, 2006, and filed on SEDAR on February
20, 2007,

Certificate of Qualified Person, dated February 12, 2007, and filed on SEDAR
on February 20, 2007;

Certificate of Qualified Person, dated February 12, 2007, and filed on SEDAR
on February 20, 2007;

Certificate of Qualified Person, dated February 12, 2007, and filed on SEDAR
on February 20, 2007;

Certificate of Qualified Person, dated February 12, 2007, and filed on SEDAR
on February 20, 2007,

Certificate of Qualified Person, dated February 12, 2007, and filed on SEDAR
on February 20, 2007,

Annual Information Form, dated February 16, 2007, and filed on SEDAR on
February 20, 2007,

Form 52-109F2, Certificate of Interim Filings by CFO, dated February 21, 2007,
and filed on SEDAR or February 21, 2007,

Form 52-109F2, Certificate of Interim Filings by CEO, dated February 21, 2007,
and filed on SEDAR or February 21, 2007;

Material Change Report, dated February 20, 2007, and filed on SEDAR on
March 2, 2007;

News Release, dated February 20, 2007, and filed on SEDAR on March 2,
2007,

News Release, dated March 21, 2007, and filed on SEDAR on March 21, 2007,
News Release, dated March 21, 2007, and filed oan SEDAR on March 21, 2007;
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Material Change Report, dated March 21, 2007, and filed on SEDAR on March
21, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007;

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007;

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007;

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Material Change Report, dated March 27, 2007, and filed on SEDAR on March
27, 2007;

News Release, dated March 27, 2007, and filed on SEDAR on March 27, 2007;
News Release, dated March 27, 2007, and filed on SEDAR on March 27, 2007;

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Preliminary Short Form Prospectus, dated March 27, 2007, and filed on
SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007;
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Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007;

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and fited on SELAR on March 27, 2007;

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007;

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007;

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007;

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007;

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007;

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,
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Technical Report for the San Martin de Bolafios Silver Mine, State of Jalisco,
Mexico, dated June 23, 2005, and filed on SEDAR on March 27, 2007,

Letter Concerning the Addition of a Recipient Agency, dated March 27, 2007,
and filed on SEDAR on March 27, 2007,

MRRS Decision Document (Preliminary) from the British Columbia Securities
Commission, dated March 27, 2007, and filed on SEDAR on March 27, 2007,

Preliminary Receipt for Preliminary Short Form Prospectus from Nova Scotia
Securities Commission, dated March 27, 2007, and filed on SEDAR on March
27, 2007;

Material Change Report, dated March 28, 2007, and filed on SEDAR on March
29, 2007;

News Release, dated March 28, 2007, and filed on SEDAR on March 29, 2007;

Naotice of Meeting and Record Date, dated April 3, 2007, and filed on SEDAR
on April 4, 2007,

News Release, dated April 20, 2007, and filed on SEDAR on April 20, 2007;

Other Correspondence, Ontario Securities Commission, Notice to Public, filed
on SEDAR on April 23, 2007;

News Release, dated April 20, 2007, and filed on SEDAR on April 23, 2007,

Material Change Report, dated April 20, 2007, and filed on SEDAR on April 23,
2007,

News Release, dated April 24, 2007, and filed on SEDAR on April 26, 2007;

Material Change Report, dated April 24, 2007, and filed on SEDAR on April 26,
2007,

Form 13-502F1 (Class 1 Reporting Issuers — Participation Fee), filed on
SEDAR on May 1, 2007;

Audited Annual Financial Statements for the six-months ended December 31,
2006, dated April 30, 2007, and filed on SEDAR on May 1, 2007;

Management Discussion and Analysis for the six-months ended December 31,
2006, filed on SEDAR on May 1, 2007;

Form 52-109F 1- Certification of Annual Filings- CFO, dated May 1, 2007, and
filed on SEDAR on May 1, 2007,

Form 52-109F1- Certification of Annual Filings- CEQ, dated May 1, 2007, and
filed on SEDAR on May 1, 2007;

News Release, dated May 10, 2007, and filed on SEDAR on May 17, 2007;

Material Change Report, dated May 10, 2007, and filed on SEDAR on May 17,
2007,
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Notice of Annual General Meeting, dated May 3, 2007, and filed on SEDAR on
May 17, 2007;

Management Information Circular, dated May 3, 2007, and filed on SEDAR on
May 17, 2007;

Form of Proxy, filed on SEDAR on May 17, 2007,

Securityholder Document- Special Warrant Indenture, dated May 10, 2007, and
filed on SEDAR on May 17, 2007;

Securityholder Document- Underwriting Agreement, dated May 10, 2007, and
filed on SEDAR on May 17, 2007;

Securityholder Document- Warrant Indenture, dated May 10, 2007, and filed on
SEDAR on May 17, 2007,

News Release, dated May 28, 2007, and filed on SEDAR on May 31, 2007,

Material Change Report, dated May 28, 2007, and filed on SEDAR on May 31,
2007,

Interim Financial Statements for the three-months ended March 31, 2007, and
filed on SEDAR on May 31, 2007;

Management Discussion and Analysis for the three-months ended March 31,
2007, and filed on SEDAR on May 31, 2007;

Form 52-109F2- Certification of Interim Filings, CFO, dated May 31, 2007, and
filed on SEDAR on May 31, 2007;

Form 52-109F2- Certification of Interim Filings, CEO, dated May 31, 2007, and
filed on SEDAR on May 31, 2007,

News Release, dated May 31, 2007, and filed on SEDAR on May 31, 2007,

Material Change Report, dated May 31, 2007, and filed on SEDAR on May 31,
2007,

Technical Report for the San Martin de Bolafos Silver Mine, State of Jalisco,
Mexico, dated May 8, 2007, and filed on SEDAR on May 31, 2007;

Technical Report for the La Encantada Silver Mine, Coahuila State, Mexico,
dated June 12, 2007, and filed on SEDAR on June 15, 2007;

News Release, dated June 1, 2007, and filed on SEDAR on June 19, 2007;
News Release, dated June 18, 2007, and filed on SEDAR on June 18, 2007;

Material Change Report, dated June 18, 2007, and filed on SEDAR on June
19, 2007,

News Release, dated June 20, 2007, and filed on SEDAR on June 20, 2007,

Material Change Report, dated June 20, 2007, and filed on SEDAR on June
20, 2007;
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Technical Report for the La Parrilla Silver Mine, Durango State, Mexico, dated
July 2, 2007, and filed on SEDAR on July 3, 2007;

Material Change Report, dated July 4, 2007, and filed on SEDAR on July 4,
2007,

News Release, dated July 4, 2007, and filed on SEDAR on July 4, 2007,

Material Document- Warrant Indenture, dated April 20, 2006, and filed on
SEDAR on July 10, 2007;

Consent of Qualified Person, dated July 3, 2007, and filed on SEDAR on July
10, 2007,

Consent of Qualified Person, dated July 3, 2007, and filed on SEDAR on July
10, 2007,

Consent of Qualified Person, dated July 3, 2007, and filed on SEDAR on July
10, 2007,

Consent of Qualified Person, dated July 3, 2007, and filed on SEDAR on July
10, 2007;

Consent of Qualified Person, dated July 3, 2007, and filed on SEDAR on July
10, 2007,

Consent of Qualified Person, dated July 3, 2007, and filed on SEDAR on July
10, 2007,

Annual Information Form for the year ended December 31, 2006, dated July 6,
2007, and filed on SEDAR on July 10, 2007,

Preliminary Short Form Prospectus, dated July 11, 2007, and filed on SEDAR
on July 12, 2007;

MRRS Decision Document (Preliminary) from British Columbia Securities
Commission, dated July 12, 2007,and filed on SEDAR on July 12, 2007,

Preliminary Receipt of Short Form Prospectus from Nova Scotia Securities
Commission, dated July 12, 2007, and filed on SEDAR on July 13, 2007;

Amended and Restated Technical Report for the San Martin de Bolanos Silver
Mine, dated July 24, 2007, and filed on SEDAR on July 25, 2007,

Amended and Restated Technical Report for the La Encantada Silver Mine,
Coahuila State, Mexico, (original report) dated July 24, 2007, and filed on
SEDAR on July 25, 2007;

Amended and Restated Technical Report for the La Parrila Silver Mine,
Durango State, Mexico, (original report) dated July 24, 2007, and filed on
SEDAR on July 25, 2007,

Final Short Form Prospectus (English), dated July 25, 2007, and filed on
SEDAR on July 25, 2007;

Consent Letter, dated July 25, 2007, and filed on SEDAR on July 25, 2007;
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Consent Letter, dated July 25, 2007, and filed on SEDAR on July 25, 2007,

Consent Letter of Underwriter's Legal Counsel, dated July 25, 2007, and filed
on SEDAR on July 25, 2007,

Consent Letter of Issuer's Legal Counsel, dated July 25, 2007, and filed on
SEDAR on July 25, 2007,

Auditor's Consent Letter, dated July 25, 2007, and filed on SEDAR on July 25,
2007;

MRRS Decision Document (Final) from British Columbia Securities
Commission, dated July 25, 2007, and filed on SEDAR on July 26, 2007,

News Release, dated July 26, 2007, and filed on SEDAR on July 26, 2007,
News Release, dated July 26, 2007, and filed on SEDAR on July 26, 2007;

Material Change Report, dated July 26, 2007, and filed on SEDAR on July 26,
2007,

Material Change Report (News Release), dated July 26, 2007, and filed on
SEDAR on July 26, 2007, )

Final Receipt for Final Short Form Prospectus from Nova Scotia Securities
Commission, dated July 25, 2007, and filed on SEDAR on July 27, 2007,

News Release, dated August 8, 2007, and filed on SEDAR on August 8, 2007;

Material Change Report, dated August 8, 2007, and filed on SEDAR on August
8, 2007;

Interim Financial Statements for the six-months ended June 30, 2007, filed on
SEDAR on August 29, 2007,

Form 52-109F2- Certification of Interim Filings- CFO, dated August 29, 2007,
and filed on SEDAR on August 28, 2007,

Form 52-109F2- Certification of Interim Filings- CEQ, dated August 29, 2007,
and filed on SEDAR on August 29, 2007,

Management Discussion and Analysis for the six-months ended June 30, 2007,
filed on SEDAR on August 29, 2007,

News Release, dated August 30, 2007, and filed on SEDAR on August 30,
2007,

Material Change Report, dated August 30, 2007, and filed on SEDAR on
August 30, 2007,

News Release, dated October 23, 2007, and filed on SEDAR on October 24,
2007;

Material Change Report, dated October 23, 2007, and filed on SEDAR on
October 24, 2007,
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News Release, dated November 13, 2007, and filed on SEDAR on November
13, 2007;

Material Change Report, dated November 13, 2007, and filed on SEDAR on
November 13, 2007;

Interim Financial Statements for the nine-months ended September 30, 2007,
and filed on SEDAR on November 29, 2007;

Management Discussion and Analysis for the nine-months ended September
30, 2007, dated November 27, 2007, and filed on SEDAR on November 29,
2007,

Form 52-109F2- Certification of Interim Filings- CFO, dated November 29,
2007, and filed on SEDAR on November 29, 2007;

Form 52-109F2- Certification of Interim Filings- CEO, dated November 29,
2007, and fited on SEDAR on November 29, 2007;

News Release, dated November 29, 2007, and filed on SEDAR on November
29, 2007;

Material Change Report, dated November 29, 2007, and filed on SEDAR on
November 28, 2007;

News Release, dated December 3, 2007, and filed on SEDAR on December 3,
2007;

Material Change Report, dated December 3, 2007, and filed on SEDAR on
December 3, 2007;

News Release, dated December 5, 2007, and filed on SEDAR on December 5,
2007;

Material Change Report, dated December 5, 2007, and filed on SEDAR on
December 5, 2007,

News Release, dated December 13, 2007, and filed on SEDAR on December
13, 2007;

Material Change Report, dated December 13, 2007, and filed on SEDAR on
December 13, 2007,

Technical Report for the La Encantada Silver Mine, Coahuila State, Mexico,
dated January 3, 2008, and filed on SEDAR on January 7, 2008;

News Release, dated January 7, 2008, and filed on SEDAR on January 7,
2008;

Material Change Report, dated January 7, 2008, and filed on SEDAR on
January 7, 2008,

News Release, dated January 14, 2008, and filed on SEDAR on January 14,
2008;
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Material Change Report, dated January 14, 2008, and filed on SEDAR on
January 14, 2008;

Notice of Change of Status, dated January 15, 2008, and filed on SEDAR on
January 186, 2008;

News Release, dated January 17, 2008, and filed on SEDAR on January 17,
2008;

Material Change Report, dated January 17, 2008, and filed on SEDAR on
January 17, 2008;

Technical Report for the La Parrilla Silver Mine, Durango State, Mexico, dated
January 25, 2008, and filed on SEDAR on January 29, 2008;

News Release, dated January 30, 2008, and filed on SEDAR on January 30,
2008;

Material Change Report, dated January 30, 2008, and filed on SEDAR on
January 30, 2008;

Notice of Meeting and Record Date for Annual General Meeting, dated
February 25, 2008, and filed on SEDAR on February 26, 2008;

News Release, dated March 5, 2008, and filed on SEDAR on March 6, 2008;
News Release, dated March 5, 2008, and filed on SEDAR on Maich 6, 2008;

Material Change Report, dated March 5, 2008, and filed on SEDAR on March
6, 2008;

Material Change Report, dated March 5, 2008, and filed on SEDAR on March
6, 2008;

Preliminary Short Form Prospectus, dated March 11, 2008, and filed on
SEDAR on March 11, 2008;

Other Document, Underwriting Agreement, dated March 11, 2008, and filed on
SEDAR on March 11, 2008;

MRRS Decision Document (Preliminary) from the British Columbia Securities
Commission, dated March 11, 2008, and filed on SEDAR on March 11, 2008,

Preliminary Receipt for the Preliminary Short Form Prospectus from the Nova
Scotia Securities Commission, dated March 11, 2008, and filed on SEDAR on
March 12, 2008;

Other Filing, Consent of Qualified Person, dated March 18, 2008, and filed on
SEDAR on March 18, 2008,

Other Filing, Consent of Qualified Person, dated March 18, 2008, and filed on
SEDAR on March 18, 2008;

Technical Report for the La Parrilla Silver Mine, Durango State (Amended),
Mexico, dated March 18, 2008, and filed on SEDAR on March 19, 2008;
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Other Filing, Consent of Qualified Person, dated March 19, 2008, and filed on
SEDAR on March 18, 2008,

Other Filing, Technical Report for the La Encantada Silver Mine, Coahuila
State, Mexico (Amended), dated March 19, 2008, and filed on SEDAR on
March 19, 2008;

Final Short Form Prospectus, dated March 19, 2008, and filed on SEDAR on
March 19, 2008;

Consent Letter, Consent of Author, dated March 19, 2008, and filed on SEDAR
on March 19, 2008;

Consent Letter of Underwriters’ Legal Counsel, dated March 19, 2008, and filed
on SEDAR on March 19, 2008;

Consent of Issuer’s Legal Counsel, dated March 19, 2008, and filed on SEDAR
on March 19, 2008,

Auditor's Consent Letter, dated March 19, 2008, and filed on SEDAR on March
19, 2008;

Final Receipt of Short Form Prospectus from Nova Scotia Securities
Commission, dated March 19, 2008, and filed on SEDAR on March 20, 2008;

News Release, dated March 25, 2008, and filed on SEDAR on March 25, 2008;
and

Material Change Report, dated March 25, 2008, and filted on SEDAR on March
25, 2008.

To the best of the Company’s knowledge, there was no other information distributed to
securityholders of the Company or made public that is not listed above. To the best of
Company's knowledge, no information, other than that disclosed and submitted with this
amendment to the Company's 12g3-2(b) application, was required to be made public or
provided to securityholders since January 1, 2007.

Pursuant to Rule 12g3-2(f), the Company applies for the exemption from the paper
delivery requirements of information required under paragraph 12g3-2(b){(1)(iii) by making such
information available on SEDAR. On a going-forward basis, information made public by the
Company may be found on SEDAR at www.sedar.com.
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Please acknowledge receipt of these materials by stamping the enclosed copy of this
letter and returning such copy to the undersigned in the envelope enclosed for your

convenience. If you have any questions regarding the enclosures, please do not hesitate to call
me at (303) 260-6362.

Very truly yours,

T

Lauren M. Marlow

EMM
Enclosures
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FIRST MAJESTIC SILVER CORP.

Suite 1480 — 885 West Georgia Street
Vancouver, B.C., Canada V6C 3E8
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Web site: www firstmajestic.com; E-mail: info@firstmajestic.com gy SR -0 A b [
noE oF '-Tt.;:” for \.}:1:-‘\L
CIRPORATE FINANCE

NEWS RELEASE

TSX Venture Exchange - FR January 8, 2007
Pink Sheets — FRMSF
Frankfurt — FMV {WKN: AOLHKJ)

FIRST MAJESTIC SILVER CORP. {FR-V) (the "Company”} announces today that Mr. Douqlas R. Scott, C.A., has
tendered his resignation as the Company’s Chief Financial Officer effective January 31%, 2007. Mr. Scott has
decided to purse other business opportunities.

Mr. Scott was appointed to this position in April 2006 and since that time the company has experienced tremendous
growth. First Majestic has successfully acquired two additional operating silver mines in Mexico and has grown
from around 100 employees to over 850 employees today. Mr. Scott has led a team of 18 accounting staff who
have worked diligently in assisting the Company to meet its aggressive growth strategy.

Many new procedures over the past months have needed to be implemented corporate wide and several
processes including real time up to date accounting information using advanced computer and communication
systems are in the final stages of being implemented. Mr. Scott has been at the forefront of these internal efforts
and management and the board of directors would like to thank Doug for the long hours and dedication he has
shown to the Company.

The position of Chief Financial Officer will remain open until a suitable candidate is found to take this position. In
the meantime, the board is confident that the broad accounting and administrative staff within the Company can
continue to function sufficiently to meet all management and regulatory requirements.

First Majestic is a producing silver company focused in Mexico and is aggressively pursuing its business plan to
become a senior silver producer through development of its existing assets and the pursuit through acquisition of
additional assets that make sense to achieving our corporate objective.

FOR FURTHER INFORMATION contact info@firstmajestic.com, visit our website at www firstmajestic.com or call
our toll free number 1.866.529.2807.

FIRST MAJESTIC SILVER CORP.
“signed”
Keith Neumeyer, President

This press release includes certain "Forward-Looking Statements”™ within the meaning of section 21E of the Unifed States
Securities Exchange Act of 1934, as amended. All statements, other than statements of historical fact, included herein, including
without limitation, statements regarding potential mineralization and reserves, exploration results and future plans and objectives
of First Majestic Silver Corp. are forward-looking statements that involve various risks and uncertainties. There can be no
assurance that such statements will prove to be accurate and actual results and future events could differ materially from those
anticipated in such statements.

The TSX Venture Exchange has in no way passed upon the merits of the proposed transaction and the TSX Venture Exchange
does not accept responsibility for the adequacy or accuracy of this release.
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Material Change Report

Item 1 Name and Address of Company
FIRST MAJESTIC SILVER CORP. (the “Company”) ‘ .
1480 — 885 West Georgia Street e of LT E’Rg;}n__ S
Vancouver, BC V6C 3E8 CANADA CORpORATE PR
Telephone: 604.688.3033
Facsimile: 604.601.2010

Item 2 Date of Material Change
January 8, 2007

Item 3 News Release

The Company disseminated a press release through the services of Market News in
Vancouver, British Columbia.

Item 4 Summary of Material Change
CFO resigns.
Item 5 Full Description of Material Change

The Company announced today that Mr. Douglas R. Scott, C.A., has tendered his resignation
as the Company’s Chief Financial Officer effective January 31%, 2007. Mr. Scott has decided to
purse other business opportunities.

Mr. Scott was appointed to this position in April 2006 and since that time the company has
experienced tremendous growth. First Majestic has successfully acquired two additional
operating silver mines in Mexico and has grown from around 100 employees to over 850
employees today. Mr. Scott has led a team of 18 accounting staff who have worked diligently in
assisting the Company to meet its aggressive growth strategy.

Many new procedures over the past months have needed to be implemented corporate wide
and several processes including real time up to date accounting information using advanced
computer and communication systems are in the final stages of being implemented. Mr. Scott
has been at the forefront of these internal efforts and management and the board of directors
would like to thank Doug for the long hours and dedication he has shown to the Company.

The position of Chief Financial Officer will remain open until a suitable candidate is found to take
this position. In the meantime, the board is confident that the broad accounting and
administrative staff within the Company can continue to function sufficiently to meet all
management and regulatory requirements.
Item 6 Reliance on subsection 7.1(2) or (3) of National Instrument 51-102

Not applicable

Item 7 Omitted Information

Not applicable.




Item 8 Executive Officer

Keith Neumeyer, President
Telephone: 604 688 3033  Facsimile: 604 601 2010

Iltem 9 Date of Report

January 15, 2007
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BC Securities Commission
Alberta Securities Commission
Ontario Securities Commission
Dear Sirs:
Re: First Majestic Silver Corp. (the “Company”) |
‘ Notice of Change in Fiscal Year-End i
. The Company hereby provides notice in accordance with the requirements of Section 4.8(2) of

National Instrument 51-102 that the Company has changed its year end from June 30 to
December 31.

1.

All of the subsidiary companies of First Majestic Silver Corp. have December 31 fiscal
year ends. The change in year end for the parent will allow for congruent year ends for
all of the entities and more accurate and consistent reporting for the Company and its
subsidiaries.

The Company’s previous financial year end was June 30.
The Company’s new financial year end is December 31.

The Company’s transition year will consist of a six month period ended December 31,
2006 with interim financial statements consisting of the following:

a. The three months ended September 30, 2006 as compared to the three months
ended September 30, 2005 (filed).

The Company will file annual audited financial statements for the six months ended
December 31, 2006 as compared to the twelve months ended June 30, 2006 and the
twelve months ended June 20, 2005.

The Company’s new fiscal year will consist of a 12-month period ended December 31,
2007 with interim financial statements consisting of the following:




a. Operating results for the three months ended March 31, 2007, as compared to
the three months ended March 31, 2006 (filing deadline — May 30, 2007},

b. Operating results for the six months ended June 30, 2007, as compared to the
six months ended June 30, 2006 (filing deadline — August 29, 2007); and

¢. Operating results for the nine months ended September 30, 2007, as compared
to the nine months ended September 30, 2006 (filing deadline — November 29,
2007).
7. The Company will file annual financial statements for the twelve months ended
December 31, 2007 as compared to the six months ended December 31, 2006 and the
twelve months ended June 30, 2006 on or before April 29, 2008.

Yours truly,

FIRST MAJESTIC SILVER CORP.

“Keith Neumeyer”

Keith Neumeyer
~ President & CEO
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SUMMARY

First Majestic Sitver Corp (FMSC) of Vancouver has been and continues working at a very fast pace since the
middle of 2004 to acquire all the land around the old La Parrilla mine, rehabilitate and put into production the
oxide circuit and build a complete new sulphide circuit, and carry out at the same time the necessary diamond
drilling programs and development work in order to increase the resources from a mere estimate (all categories)
of 761,069 tonnes (Table below) with an average grade of 315 g/t Ag grade to an indicated and measured
resource of more than 21,000,000 oz of silver and silver equivalents for gold, lead, and zinc at a grade of 278

Ag g/t

Resources Mineralization Tonnes Grade g/t silver
Measured rescurces: in sulfides 61,830 351 g/t siliver.
Indicated resources: in sulfides 58,597 321 g/t silver.

Inferred resources: in sulfides 75,046 324 gt silver.
Inferred resources: in oxides 565,595, 265 g/t silver

The resources before First Majestic Resource Corp. (“FMRC”) started operations were estimated by EGOSA
(Munoz Cabral, April 2004). These early pre-FMRC estimates have been surpassed by a large margin since
FMRC started its programs of diamond drilling and ramp development. FMRC changed its name to First
Majestic Silver Corp. (FMSC) in late 2006.

The land holdings grew from the initial 298 ha to about 3,424 ha with the acquisition of the Grupo Mexico
concessions to the current 21,890 ha after the staking of a new major claim of 18,466 ha (October 20, °06).

The mill consists of two circuits of a 400 ton capacity each per day. The sulphide circuit was put into production
in December 2006 so that the daily capacity has reached the goal of 800 tpd.

This property is located at the border of the Meseta Central and the east flank of the Sierra Madre Occidental.
The mine site, at about one km of the village of San Juan de La Parrilla, is located in the municipality of Nombre
de Dids, some 75 km SE of Durango. It has an excellent infrastructure, and is close, only 4 km, to the main
highway which links Durango and Zacatecas, two cities along the old silver road and officially honored with a
plaque in the city of Zacatecas.

At present six diamond drill rigs are collaring predominantly in the Rosarios, La Blanca, San Marcos and
Quebradillas areas of the project (herein after referred to as the “La Parrilta Unit”). Several deep holes were
drilled under Level 9 of the Rosarios mine. The next phase of diamond drilling into the sulphide mineralization
will be done from cross cuts in Level 9 to access the sulphides with shorter and consequently cheaper holes.
While Level 9 in the Rosarios mine undergoes rehabilitation several drill rigs were moved to the Quebradillas
project to continue a program of verification or twin holes as well as exploration holes in order to confirm the
historic resources of Grupo Mexico.

Since the start of the FMSC exploration and development work in the La Parrilla Unit some 120 holes were
collared with a total of 28,269.87 m drilled. For the total resource calculations to date, 100 holes with a total of
23,702.37 m are involved. Assays are pending for the other 20 holes. For the period of this report analytical data
for 59 diamond drill holes (ddh’s) were used for the calculation of the drill indicated resources. These ddh’s
represent a total length of 13,478.95 m. Because diamond drilling is a continuing operation several holes are
included in this report, although they were drilled before the period covered in this report. This is done because
the assays were not available yet.
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The La Parrilla Unit comprises several projects of which the La Rosa-Los Rosarios-La Blanca vein system is
certainly the crown jewel. It has been the district’s largest silver producer. Through the diamond drilling in the
area just west of the mill and the office buildings a2 new arca of interest was opened leading to the vein-
replacement mineralization, dealt with in this report as the La Blanca project. This La Blanca project lies along
the roughly E-W running vein system of the Los Rosarios and La Rosa projects. This vein structure or system is
open to the cast and to the west where it is thought to go across the vailey in which the town of San Juan de la
Parrilla is located. The other projects of the La Parrilla Unit are located along a roughly NW-SE structure with a
similar type of mineralization in vein and as replacement. These projects are San Marcos, which contributes
already ore to the mill, San Nicolds, San José de los Muertos and the newly acquired Grupo México, better
known in and around the mine as Quebradillas with its Viboras ramp and Las Vacas subprojects.

Of importance in the La Parrilla Unit is the fact that all projects are governed by or intricately associated with
the same diorite intrusion which is considered to be the source for the various vein systems and their associated
mineralization that emanate from this diorite.

At the request of FMSC the present author wrote this NI-43-101 compliant geological evaluation report on the
newly established resources of the La Parrilla Unit covering the period September 6, 2006 to mid January, 2007.

Resources in this report are reported as the new drill indicated resources for the period covered by this report Nr.
4 because no new development work resources are to be reported. The final or current resources are the total
combined new resources of this period and all previous resources. Table 24 below gives the summary of all new
resources for all projects of the La Parrilla Unit. The resources are mentioned in silver (Ag) and silver
equivalents (Au, Pb, Zn).

Table 24. Summary of all new drill indicated resources for all La Parrilla projects, and the previously not
entered Los Rosarios Ag equivalents for Pb and Zn.

Resources Area/ Tonnes Width Ag Au Total Total Ag 0z Au oz Oz Ag
work {m) g/t git Agge Aug £ equiv
Drill Indic. Tgﬁ?}s 27276 | 523 207 | 014 51,742,234 31,649 1,663,550 | 1,018 1,710,357
. . Rosarios . N
Drill Indic. | "o 059 | 025 492,619
. . Rosarios*
Dnll Indic. Pb+Zn 1,066,631
Drill Indic. l‘;gﬂ“‘:a 436,603 6.82 77 ) 33,682,961 10,706 1,082,932 660 1,102,600
La Blanca R "
. 0.69° | 1.29 2,435,869
Drill indic. | Oxidos 67.777 1.40 206 | 0.03 13,061,235 1,812 448 864 58 452,287
Drill Indic. | S. Marcos | 97,699 7.04 38 | 0.31 31,452,713 31,352 1,011,227 1008 | 1,070,460
Drill Indic. | S. Nicolas | 11,012 163 367 | 0.10 4,040,660 1,126 129910 36 132,037
Grand | Total: 840,367 185 B35 | o1z 134,879,803 76,645 4336483 | 2,780 | 10,462,860

* This indicates the Ag equivalents for Pb and Zn in the Rosarios drill indicated resources not reported in the Nr.3 report. 142 These values were not
included in the calculation of the average grade value for Ag and Au.

The current resources of Report Nr. 4 comprise the combination of the new drill indicated resources and the last
resources as reported in Report Nr. 3. This gives a final grand total, up to date to January 27, 2007, of 1,867,300
tonnes (measured + indicated) of silver with an average grade of 278 Ag g/t. This results in a grand total of
21,455 9110z of AgtAg equivalents for Au, Pb and Zn.

J. N. Helsen, Cons. Geologist, International Mineral Exploration Page 2




Table 25. Up to date resources for Ag and A

eqv. of Au, Pb and Zn for all projects of the La Parrilla Unit,

Resources Project Tonnes Width | Ag | Au Total Total Ar oz Au Oz Ag
esou Area 0 {m) e/t | gt Agg Aug £ 0z equiv
Total Report | gen008 | 298 [320 | 0.14 | 315,762,014 | 129362 | 10,151,976 | 4,161 | 10,396,488
Indicated Nr. 3

Total Report | canag7 | 285 1235} 0.12 | 134,879,803 | 76,645 | 4336,483 | 2,780 | 10,462,860
Indicated Nr. 4

Grand

Total 1,800,465 | 292 | 282 0.13 450,641,817 | 206,007 ; 14,488,459 | 6,941 20,859,348
Indicated

Measured Block 1 66,835 240 | 274 | 0.05 | 18,345,304 3,567 589,815 115 596,561

(Rep. 3)

Grand

Total Rosarios 66,835 240 {274 | 0.05] 18,345304 3,567 589,815 115 596,563
Measured

Grand ’

Total 1,867,300 1 2.66 | 278 | 0.09 | 468,987,121 | 209,574 15,078,274 | 7,056 | 21,455,911
Indic+Meas.

* This indicates the Ag equivalents for Pb and Zn in the Rosarios drill indicated resources not reported in the Nr.3 report

Table 26. Summary

of the Current Resources in Ag+Ag eqv. (Au) and Ag eqv. (Pb,Zn) for Rep. Nr. 3 and Nr. 4.

Report Type Oz Ag + Ag eqv. (Au) 0z Ag eq (Pb, Zn) Total
N°3 Indicated 10,396,488 10,396,488
N° 4 Indicated* 3,066,631 3,066,631
N° 4 Indicated 4,467,741 2,928 438 7,396,229
N°3 Measured 596,563 596,563
Grand total 15,460,792 5,995,119 21,455,911

* This indicates the Ag equivalents for Pb and Zn in the Rosarios drill indicated resources not reported in the Nr.3 report

Photo 1. Newequipment for th

e sulphide circuit
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INTRODUCTION AND TERMS OF REFERENCE

At the request of First Majestic Silver Corp. (FMSC) the author visited the La Parrilla property in
Durango, Mexico (Oct. 17 to 23 including travel to Durango) and prepared the current report (Nr. 4)
which serves as an update of the information previously reported in report Nr. 3 (J. Helsen, September
6) and conforms to the guidelines for technical reports as set out in the National Policy Instrument 43-
101.

This report deals with new information obtained in a fourth phase of ongoing exploration and
development work and covers the period from the beginning of September until about mid January
2007. The exploration (mainly diamond drilling with 6 rigs) and development work (ramps) is carried
out on the La Parrilla property. The La Parrilla property or district comprises now, after the acquisition
of the Grupo Mexico land (3,126 hectares) a total of 8 projects or areas. These eight projects are La
Rosa, Los Rosarios and La Blanca forming part of the main E-W La Rosa-Rosarios vein system. The
other projects include San Marcos, San José de los Muertos and San Nicolds. The new Grupo México
land consists at present of two projects which are Las Vacas and Viboras and often referred to as
Quebradillas. The bulk of the work is at present done on the Los Rosarios and La Blanca projects and
the San Marcos project. The work on the Quebradillas project consists mainly of verification drilling
because the data supplied by Grupo México are historic in character. Spread over these 8 projects a
total of 59 diamond drill holes have been collared out of a total of 120 ddh’s so far. These 59 ddh’s
represent a total of some 13,478.95 m out of a grand total of 27,324.77 m so far (Dec. 31, 2006) since

the start-up. All ddh’s drilled are included in these total drill hole data. It should be kept in mind that
" for some ddh’s the assays are not available at the time of finishing this report and consequently no
resources are available yet and will be reported in the next up-date.

The previous work has been dealt with in three previous reports by J. Helsen (April 17, 2005; March
27, 2006 and September 6, 2006).

Although certain topics such as the geological setting of the La Parrilla property in the State of
Durango, Mexico, have already been discussed in detail in the previously mentioned reports, the author
decided to include this and other information to obtain a complete and autonomous report.

The main purpose of the current work dealt with in the present report Nr. 4 is to increase the resources
of the producing mine to feed the processing plant which has been upgraded to a daily capacity of 800
tpd. Two circuits, one treating oxides and the other sulphides, are now in operation. At the same time
the analytical laboratory is renovated and adapted to handle the increase in number of samples from the
plant and exploration.

As mentioned earlier, the exploration and development work on the La Parrilla property is carried out
in some eight different areas or projects. For reasons of clarity and consistency in particular with
Report Nr. 3 and to avoid any confusion, the reporting on each project will be kept independent per
project or area.

The present report is based on previous property visits by the author (June & Nov. *05; Feb. ’06; July
2006) and the most recent one in late October (Oct 16-23, ’06 including travel days).
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Previous resource calculations included silver and gold contents converted in to silver equivalents. In
this report lead and zinc contents will also be converted into silver equivalents wherever high enough
to be considered. Not all areas carry interesting lead and/or zinc values.

The major source of information for the present report is based on drawings, data sheets from the
various laboratories, and personal communications with the engineers and geologists of Exploraciones
Geolégico-Mineras de Occidente S.A, de C. V. (EGOSA) and First Majestic Resources Mexico
(“FMRM?) The exploration, drilling and development work is carried out mainly by and/or supervised
by EGOSA (“La Parrilla Geologic Report, Durango, Mexico — First Majestic Resources México S.A.
de C.V.” by Ing. Florentino Muiioz Cabral, Director General, EGOSA. All the photos are taken by
Helsen unless otherwise stated. It is herewith clearly stated that all the drawings are courtesy Ing. F.
Muiioz Cabral through EGOSA S.A. and his staff unless otherwise mentioned. Quotes from the above
and other reports will clearly be stated in the present author’s report. Any minor changes were only
made to clarify the text and have been marked in italics. :

Other sources of information are mainly on general geology, tectonics, and mineralization in Mexico,
and are mostly from the personal files of the author, gathered over the many years of mineral
exploration work and field trips or conferences in or about Latin America. All sources have been duly
mentioned in the text and/or List of References.

Attention is drawn to the fact that First Majestic Silver Corp. started the La Parrilla mining operation as
First Majestic Resource Corp. (FMRC) and that the name of the corporation was changed in 2006 to
First Majestic Silver Corp. (FMSC). Hence the reference to FMRC on occasion when earlier dates are
involved.

DISCLAIMER

The author relied on copies of ‘official’ documentation supplied by the owners and/or managers of the
property concerning the status, ownership and location of the mineral title(s) comprising the property
but has not independently verified or attempted to verify the accuracy, completeness or authenticity of
said documentation and makes no representations or warranties as to the ownership, location or status
of the claims discussed in this report. The author is not aware, however, of any information that would
Jead him to believe or lead him to suspect that the claim information as presented is not accurate or is
unreliable.

The author reserves the right to, but will not be obligated to, revise this Report and conclusions thereto
if additional information becomes known to the author subsequent to the date of this Report.

FMSC has reviewed final draft copies of this Report for factual errors. Hence, the statements and
opinions expressed in this document are given in good faith and in the belief that these statements and
opinions are not false and misleading at the date of this Report.

1. N. Helsen, Cons, Geologist, International Mineral Exploration Page 5




LOCATION AND PROPERTY DESCRIPTION

The La Parrilla mining district is located in the south-eastern part of the State of Durango close to the
border with the State of Zacatecas.

The La Parrilla mine site and town are situated in the Nombre de Diés municipality some 60 km
southeast of the City of Durango as the crow flies. The centre of the claims group has the following
coordinates: UTM NAD?27 Northing 2624000 / Easting 592000. (Fig. 3). The corner points are:
2°622,000N, 2°626,000N, 590,000E, and 594,000E.

The elevation of the area varies between 1,800 m and 2,200 m above sea level (a. s. 1)
The claims of the original First Majestic Resource Corp since the company started the La Parrilla
operation in mid 2004 are given in Table 1 below. This table includes also the Encarnacién concession

which was acquired at a later date. The total initial area covered about 298 hectares.

Table 1. The initial claims of the San José de La Parrilla mining claims group.

Claim Name Concession Hectares
Protectora 2 169302 32.3560
Extensién Rosa 169303 6.0000
Rosa y Anexas 169304 4.0000
Rosario 169305 5.3670
Salvador 169306 1.0000
Ampl. De los Rosarios 169307 4.0000
Los Michosos 169308 15.9673
San José 169309 6.0000

San Marcos 169310 100000

La Protectora 169311 83.0000
Ampl. Del Rosario 2 169312 7.5000
San Nicolas 169313 05.4983

Los Rosarios 171082 11.0000
Encarnacién E-10245 16.0000

This Encarnacion claim or concession (16 hectares) by FMRC, located between the Rosa & Annexes
(to the west) and Rosa Extension (to the east) played a strategic role because it lies on the extension of
the Los Rosarios vein/fault system east of the Ore shoot Nr. 2, and made the discovery of the third ore
shoot a possibility.

The majority of the claims or concessions that surround the La Parrilla property of FMSC belonged to
a large Mexican group, Grupo México previously known as IMMSA or Industrial Minera México S.A.
This group is known to own many concessions surrounding other properties all over the Mexican
Federation. The Grupo Mexico surrounding concessions, however, have now been acquired by FMSC
since the signing of an agreement between FMSC (Neumeyer, News Release, August 28, 2006) and
Grupo Mexico through its three subsidiaries. The large contiguous land package consists of 3,126
hectares of concessions surrounding the La Parrilla silver mine. This Grupo Mexico land package,
often referred to as Quebradillas, is now in the process of being investigated with confirmation
diamond drilting and underground sampling in the Viboras drift and cross cuts in order to verify the
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available data. All these data are now being entered into a data base for interpretation purposes and to
re-calculate the resources as defined by Grupo México because they are pre-2002 and therefore
considered historical data. The entire FMSC land package amounts now to a total of 3,427 hectares.
FMSC through its subsidiary FMRM staked on October 20, 2006 an additional claim of 18,466
hectares resulting in a total FMSC land package of 21,890 hectares. The final concession map has not
been drafted yet because the official government title to this concession has not been granted yet.

In Mexico the exploration or mining company has to obtain several permits before any exploration or
exploitation can start. All these necessary permits are in place. Similarly the environmental issues
comply with the federal regulations of SERMANAT Norma 120 (federal government regulations). The
author has been assured that all necessary permits for the current work have been obtained.

First Majestic established a Community Relations department in order to maintain the already excellent
relations it has with the San Juan de la Parrilla community.

e [P,

Figure 1. Map of Mexico with approx. location of the La Parrilla mine site (1:16,000,000) (Goodes World Atlas,
1970).
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Figure 2. Map of southern half of the state of Durango in NW Mexico with the location of the town of
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ACCESSIBILITY, CLIMATE, PHYSIOGRAPHY, LOCAL RESOURCES &
INFRASTRUCTURE

Access: the La Parrilla mine site can be reached via the good, paved Highway N° 45 which is the main
highway between the cities Durango and Zacatecas. At KM 75, coming from Durango, one turns off to
the south - (to the right and indicated by a First Majestic Silver Corp panel) — to reach after about 4 km
the village of San José de La Parrilla. From here one arrives at the mine site after another km on a
gravel road. The mine offices and plant are situated at + 2,145 m a. s. 1. Travel time from the city of
Durango is about one hour and a half.

Physiography: the area of interest lies at the edge of the Sierra Madre Occidental Province and the
Mesa Central Province. Locally, the mining district forms part of the “Sierras y Llanuras de Durango”
sub-province.

Most drainage systems flow toward the West into the Gulf of California also called Sea of Cortés with
only two exceptions, one of which occurs in Durango State. This is the Rio Nazas which drains into the
Laguna de Mayran (Torreén). The west draining streams have deeply eroded the topography of the
eastern flank of the Sierra Madre Occidental and the Sierra itself while flowing towards the Pacific
Ocean, thus creating the present day deep canyons and barrancas.

Climate; the climate is semi dry with an annual rainfail of 580 m and a yearly average temperature of
18° C. Rain falls are more common during the summer months but the rain storms during the 2004 -
2005 winter months may be an indication of a change in pattern due to climate change.

Vegetation: because of the dry conditions, vegetation is sparsely distributed. It consists predominantly
of cactus, grasses and farmland in the lower lying areas. At higher altitudes vegetation consists of pine
and various types of oak trees {encina and roble).

Infrastructure: as mentioned previously, road access is very good via Highway N° 45 to Durango.
Electric power is already available at the mine site. The water supply comes from a well in a nearby
valley and is considered sufficient to meet the demands of continued mine operation as well as future
exploration purposes.

Accommodation and other services: Some basic facilities such as room and board can be provided by
locals in the La Parrilla town. The nearest place with hotel accommodation, restaurants, telephone
facilities, etc. can be found in the town of Vicente Guerrero at some 12 km south of the La Parrilla
mine site.
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HISTORY

The Spanish founded cities such as Durango (1563), Zacatecas (1548) and others as early as the muddle
of the 16" Century as a direct consequence of their insatiable search for precious and other metals.
Many mineralized vein deposits, and other types of deposits with abundant silver, were discovered in
the east flanks of the Sierra Madre Occidental and opened many important mining districts in the
region such as Zacatecas, Sombrerete, and Fresnillo. Many of the present day deposits have a history
that goes back to their discovery centuries ago.

La Parrilla is no exception. Its 20® century history, however, apparently goes back to the early twenties
but very little information is available. The Potosi Mining Company carried out several geological
surveys and worked the Las Vacas and Las Animas mines. ASARCO, later Industrial Minera México,
and now Grupo México has been operating in the region since the fifties. It held most of the
CONCEess1ons.

No records are available with regard to production data. Information obtained from several old and/or
private ASARCO reports and reports of the Consejo de Recursos Minerales (federal), as well as some
recent information as provided by the previous owner of the concessions (Gamiz family), made it
possible to estimate tonnage and grade figures for the Los Rosarios and La Rosa mine (Table 2). The
estimates are based on the size of the old stopes. For the San Marcos and San José workings the

_ estimates are based on information in an internal ASARCO report (1960).

Table 2. Tonnage and grade of past production as estimated from previous reports and information.

Mine Tonnes Ag g/tonne Pb % Zn %
Los Rosarios 530,000 450 2.6 2.8
San Marcos 100,00 250 2.2 0.5
San José 50,000 100—150 2.0 0.8
LaRosa 20,000 350 2.5 2.0
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GEOLOGICAL SETTING

Regional Geology

The Sierra Madre Occidental, according to Z. de Cserna (1989) 1s a linear volcanic, partially dissected
plateau (mesa, planicie, or altiplano) elongated in a NNW direction. It is about 1,200 km long and
varies in width between 200 and 300 km. Its average altitude is around 2,000 m a. s. 1. but occasionally
peaks reach + 3,000 m as.). It is a very broad anticlinal uplift with a gently dipping eastern flank
whereas the western flank is much more steeply dipping. The entire structure 1s cut by numerous
longitudinal faults. In the east, where the adjacent faulted fold mountains and intervening valleys and
basins are at general elevations between 1,500 and 2,000 m a.s.l, the down drops are minor. In the
west, however, the down-drop is impressive. The Sierra Madre Occidental is considered to represent an
old magmatic arc. Figure 4 gives an idea of the cross section from the western edge of the Meseta
Central through the Sierra Madre Occidental to the Gulf of California (Clark, 1994?).

The stratigraphy consists of a Lower Volcanic Series, of Late Cretaceous to Eocene age, 1.0 to 1.5 km
thick, and made up predominantly by andesitic rocks. The andesites are overlain by an Upper Volcanic
Series, 1 km thick, which is dominated by Oligocene ash-flow tuffs of rhyodacitic composition. From
Late Miocene time onward basaltic rocks were extruded. Mineralization in this province is confined
mainly to underlying andesites and plutonic host rocks. Fissure vein deposits in the Sierra Madre
Occidental, exhibiting two major assemblages i.e. a Ag-Au assemblage and a Pb-Zn-Ag-Au one, occur
on both east and west flanks, and vary respectively in age from 49 m.y. to 28 m.y (east flank) (Clark et
al., 1979).

Due to a regional uplift (Late Eocene) and subsequent erosion the present day deep canyons and
barrancas particularly in the western part of the planicie were created. The margins of the Sierra Madre
Occidental are affected by extension.

The Mesa Central in general consists of wide plains interrupted by sparse sierras. It can be subdivided
in three regions:

o Southeast region: dominated by rocky prairies, hills with complex lithology, and an extensive
plateau system.

o Central region: consists predominantly of a broad caliche prairie, sparsely dotted with small
sterras, and elongated low, flat, strips or bajios (fertile flat areas).

o Northern region: more rugged and consisting of a complex of sierras, plateaus, and hillocks.
The highest peak reaches an altitude of 2,900 m a.s.l. The floor of this region overlays a caliche
facies.
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District or Property Geology

The term “district’ as used in some reports by F. Mufioz Cabral refers predominantly to the geology of
the area in and around the mine and surrounding areas with similar geology as affected by the most
important event, the dioritic intrusion. It is basically similar to the term property geology as used in
B.C. The terms district or property in the present report are interchangeable.

Stratigraphy: The mining district of interest is located in the Sierras and Llanuras de Durango. The
oldest sedimentary rock outcrops belong to the Cuesta del Cura Formation and consist of limestones of
Albian-Cenomanian age. These limestones are dark grey with waving or undulating strata, appear in
well defined layers (10 — 40 cm in thickness), and are intercalated by black flint strata. This marine
rock crops out in the northeast part of the area. The geology of the district is shown in Figure 6.

The Indidura Formation of Upper Cretaceous age, which is widely exposed in the district, overlays the
Cuesta del Cura Fm. It is made up of a group of clayey limestones and calcareous shales with laminar
and thin stratification, intercalated by bands of stratified limestone from 10 cm to 30 cm thick, and grey
to dark grey in color.

The previously mentioned sedimentary rocks were intruded by an igneous intrusive rock of dioritic
composition. Its radiometric age (K/Ar) has been determined at 87 million years. This diorite consists
predominantly of plagioclase and hornblende in a phaneritic holocrystalline texture. The intrusive
makes up the central part of the district and has provoked the alteration and deformation of the Indidura
and Cuesta del Cura Formation limestones. Along its contact a metamorphic halo has formed in which
the main ore deposits are found. Numerous sills of the same dioritic composition are found as tabular
intrusions that follow the bedding of the Indidura Fm. mainly along the edges of the main intrusive.

In the northeast part of the district occur Tertiary volcanic rocks, rhyolitic in composition, that cover
the sedimentary rocks like a crown.

Structures: the strike (orientation) of the limestone strata can vary but is generally N-S varying Jfrom
N20°W to N20°E with almost vertical dipping and local foliation caused by the intrusive.

The intrusive forms an elongated mass with a NE-SW orientation and measures 3 km in length and 1.8
km in width. On the east side, the intrusive penetrates between the limestone layers forming extended
zones of sills with a strike equal to that of the bedding.

There are three main fracture systems that are related to the mineral deposits:

o A regional set of fractures with a N 60°—80°E and almost vertical dip, apparently recent
because it goes through the most recent rocks which are Tertiary rhyolites. These rhyolites,
however, appear to have little economic importance as observed from the very superficial mine
workings in the rocks.

o The second fracture system has a strike and dip as follows: N43°—75°W and a dip of
50°—»85° to the NE. The fractures are pre-mineralization because they cut the limestones, the
intrusive and the skamn. Within this group occur the veins with the most economic importance
in the district such as El Rosario, La Rosa, El Carmen, San Cayetano and San Josc.
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o The third system of fractures runs in a N-S direction and has a dip from vertical to 45° NE. This
coincides with the orientation of the bedding of the limestones and partly with the diorite sills
concordant with the limestone stratification. The important veins in this group are San Marcos
vein, Quebradilla and San Nicolas.

ORE DEPOSIT TYPE AND MINERALIZATION

A description of the veins in the district will be given first. Characteristics are given in Table 3.
1. La Rosa Vein

The La Rosa vein represents the continuation of the Los Rosarios vein toward the east and
consequently most of the observations and comments for Los Rosarios are applicable to La Rosa as
well.

A batren zone forms the transition between the second ore shoot of Los Rosarios and the third ore
shoot which was dealt with in a previous report by J. Helsen (March 27, 2006). One major difference
between Los Rosarios and La Rosa lies in the dropping topography of the third ore shoot with the
consequence of drastically reduced overlying oxide cap. As mentioned many features of the La Rosa
vein structure are the same as in the Los Rosarios mine. One could talk about the Los Rosarios/La Rosa
vein system or structure. As in the previous report the projects will be discussed from east to west
starting with the La Rosa vein. Diamond drilling in the La Rosa area has been finalized for the time
being. No new work has been done east of the Ore shoot Nr. 3 either and consequently the area east of
the ore shoot Nr. 3 remains virtually unknown because of lack of outcrops, oxide cap and other
indications for potential mineralization, and, therefore, remains a prime target to find a fourth ore shoot
down strike.

The La Rosa mineralization contains predominantly silver values with gold. The base metals lead, zinc
and copper are low and for that reason are not included in the resource calculations.

2. Los Rosarios Vein

This vein is located in the northwest part of the district. The Los Rosarios vein is considered the most
important one because it has been the most exploited one. It is a tabular structure due to its sporadic
outcrops and mine workings, and has a known length of about one kilometer. The vein has a strike/dip
of N65°W/60°—70°NE

The Rosario mine is known to have an extension of 600 m. Two ore shoots of about 200 m long,
separated by a barren zone of 100 m in length, occur in the mine. The vein runs mainly in the diorite
intrusive (H.W.) and in the limestone and skarn {(F.W.) but the host rock can be completely intrusive or
skarn in certain zones. The width of the vein varies from a cm scale at its east and west ends and in the
barren central part to almost 20 m in the second ore shoot, which includes the mineralized part of the
skarn caused through the influence of the vein itself (extension). These shoots represent swellings due
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to extension giving the appearance of the beads of a rosary, hence the name Los Rosarios. It has a
known depth of 400 m through mine workings and the potential at greater depth is now being
investigated (see drilling results in following chapters).

Two mineral zones occur in the vein. Their mineralogy is given below.

Sulfide zone: the predominant minerals are quartz and calcite with pyrite, sphalerite, galena, argentite
accompanied by traces of silver sulfosalts and chalcopyrite. This zone has been exploited lately to a
depth of 200 and mineralization is open at depth.

Oxide zone: the oxide zone measures about 110 m average from its outcrop. A thorough investigation
is now underway.

In addition to the silver and gold values, the silver equivalents of lead and zinc values have been
included in the Los Rosarios resources.

3. La Blanca veins and replacement

The present La Blanca area is located west of the ore shoot Nr.1 between cross sections 19W-19W’ and
22W-22W’ on the continuation of the Los Rosarios vein system toward the west. The geology consists
mainly of Cuesta del Cura Formation carbonate rocks which have been intruded by small granodiorite
sills. The presence of these sills affect the host rock in various ways as evidenced by the
recrystallization of limestones, formation of skarns and hornfels, as well as in the mineralization
pattern. Ag-Au-Pb-Zn mineralization ocours in the projected continuation of the Los Rosarios-La Rosa
vein system but replacement sulphides have also been encountered in the limestones outside the vein
system.

4. Oxides in the Los Rosarios areas

Oxidized mineralization occurs in the Los Rosarios area in the upper parts of the ore shoots Nr. 1 and
Nr. 2 in particular, between cross sections 2W-2W’ and 10W-10W’ (inclusive). The mineralization
consists mainly of silver and gold but the base metals are low.

Because of the low lead and zinc values silver equivalents of these metals are not included in the
resource calculations.

5. San Marcos Vein and Replacements

The San Marcos vein is located in the southeastern part of the property or district. It consists of a
tabular structure concordant with the limestone beds which have been metamorphosed by the diorite
intrusive. The strike of the vein is North-South with a 70°E dip. It has a width which varies from 1
meter to almost 3 meters. From the mine workings and the existence of two ramps which reach a depth
of 50 meters, it is known that the vein reaches at least a length of 200 meters. Figure 19 is the
composite geology map.
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The San Marcos vein system is not as straightforward as the La Rosa/Los Rosarios vein system,
because recent observations indicate that the structural deformation is more pronounced and that
“tepetate” occurs. Tepetate is a typical Mexican mining term for a crumbly dirty wall rock with some
mineralization but which affects negatively sampling and operations. Structural control and the strange
mineralization pattern (both horizontal and vertical pinching and swelling) may have to be observed
carefully because it makes the localization of economic minerals more difficult (more below under
resources).

The mineralogy consists of oxides in a gangue of quartz and calcite. In an ASARCO report the
exploitation tonnage has been estimated at around 100,000 tonnes, with a grade of 250 g/t of silver and
2.2 % of Pb. In the values obtained so far, however, the lead and zinc values are low and are not
included in the resource calculations as silver equivalents.

After the Los Rosarios/La Rosa area, the San Marcos area represents at present the better project area
of the other vein systems in the La Parrilla district.

6. San Nicolas Vein

This vein occurs in the southern part of the district, and the veins here are also associated with the
diorite intrusive, likely in the form of a sill. This N-S running vein system is almost vertical, 1.30 m
wide, and contains oxides in a quartz and calcite gangue vein, It crops out over a length of 120 m and
can be accessed via a shaft of 70 m deep and a crosscut of approximately 100 m long. Table 4 below
gives a summary of the characteristics of the various vein systems in the La Parrilla district.

7. San José Vein System

The San José vein system, striking approximately in a NW direction, occurs also in the eastern part of
the district but approximately 800 m north of the San Marcos workings. It consists of a series of tabular
structures concordant with the stratification of the limestones at their contact with diorite sills. It is an
outcrop area measuring approximately 300 m by 100 m with a NW-SE strike, with veins of different
widths varying from a few centimeters up to 2 meters as observed in several trenches and old workings.
The mine workings are being rehabilitated and a first phase of diamond drilling is now being carried
out but no new information has been received.

8. Grupo México - Quebradillas

When referring to areas in the newly acquired concessions the words Quebradillas and Grupo México
may be interchanged throughout this report following a practice that had already been started in the La
Parrilla mine site. When, however, referring to a particular project such as Viboras or Las Vacas then
the specific correct project will be used.

The amount of the historic data, in hard copy format only, of the newly acquired concessions of Grupo
Maéxico is extensive. These data are now being entered into a digital data base. Several digital cross
sections covering the Viboras and Las Vacas areas have already been finalized and a diamond drilling
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program was started somewhere around the middle of the 2006 summer. Only one diamond dnill rig

was then used to collar several ddh’s for twinning or confirmation purposes of the Grupo Mexico data.
At the time of writing this report several drills are being moved from the Rosarios-La Rosa-La Blanca
vein structure system to the Quebradillas areas in order to intensify the diamond drilling in these areas.

More information will be given when available and in the present drill chapter.

Table 3. Summary of structural characteristics of the veins in the La Parrilla district.

Vein system Strike Dip Thickness Length
Los Rosarios* N65°W 60°—70°NE | cm scale— 20m 1,000 m
San Marcos N-S 70°E 1—3m >200m
San José NW-SE n.a. (steep) cmscale —2m >300m (7)
San Nicolas N-§ +90° 1.30 120 min O.C.

* values for entire La Rosa-Los Rosarios-1a Blanca vein system

GEOLOGICAL MODEL

When considering the geology of Mexico, Clark and Melendez (1991) indicate that the most common
expression of mineralization in Mexico occurs in the form of fissure vein type deposits, which they
then subdivide into two categories or assemblages for the Sierra Madre Occidental. These assemblages
arc: a Ag-Au assemblage and a poly-metallic assemblage with Pb + Zn + Ag + (Cu).

Mufioz Cabral (April 2004) describes the deposits in the La Parrilla district as hydrothermal veins and
mesothermal replacements, with a structural control for the Los Rosarios/La Rosa vein in the form ofa
fault with a strike/dip of N65°W/60°—70°NE. The mineralization is typical mesothermal and consists
predominantly of a gangue of quartz and calcite containing pyrite + galena + sphalerite + argentite +
(traces of chalcopyrite + Ag sulfosalts). Considering the mineralization characteristics, a potential for
mineralization reaching a hypothermal, higher temperature zone can be expected at depth and found.

As mentioned previously, other mineralization controls exist in the form of the stratification of the
limestone beds along which dioritic sills were injected. In this way the most calcareous layers were
replaced and economic minerals were introduced as for example in such areas as San Marcos and San
José and most recently in La Blanca.

There is no doubt that the Los Rosarios/La Rosa structure and other structures in the district represent
typical vein structure characteristics. On the other hand there are several other features of importance
and accompanying the vein structure, which may be helpful in future exploration. Among these
features are the adjacent skamification of calcareous rock close to the diorite intrusion, replacement of
limestone due to the injection of diorite sills along limestone beds, as well as mineralization within the
intrusive diorite body and the skam/limestone well outside the vein structure itself. Evidence for
mineralization outside the vein structures exists and has been reported in previous reports (J. Helsen,
April 17, 2005, and March 27, 2006). Veinlets and stockwork were encountered with Ag
mineralization up to 120 g/t outside the vein in the host rock (skarn or intrusive).
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Of importance in this model is the continued exploration of the La Blanca/Los Rosarios/La Rosa vein
system toward both the east and west and possibly beyond the San Juan de La Parrilla town at the other
side of the valley, and also, as deduced from previous experience, at depth below Level 9. Another area
where exploration should be extended is in the San Marcos area towards the north and the San Jose de
los Muertos project on the one hand, and also to the south towards the San Nicolas project on the other
hand and this will include the Quebradillas and Las Vacas areas. These two major structural directions
in the district, both with silver mineralization, will have to meet up somewhere. Such a junction area
should be looked at and investigated in detail. Figure 6 is a composite geology map of the entire La
Parrilla Unit geology.
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EXPLORATION

GEOPHYSICAL SURVEY

To the knowledge of the present author no geophysical survey was carried out by FMSC. Grupo Meéxico,
however, carried out very extensive geophysical surveys which apparently indicated several anomalies.
The nature of these geophysical anomalies, currently integrated with the FMSC data entry program is not
known to the author at the time of writing this report.

GEOCHEMICAL SURVEY

No new geochemical surveys were carried out since the surveys on the Creston grid and the Encarnacidn
concession as reported previously by J. Helsen (March 27, 2006). In this March "06 report an overview
was given of past geochemical surveys on the property as well as a detailed assessment of the
geochemical surveys carried out by FMRC mainly in the two areas mentioned above.

DIAMOND DRILLING PROGRAMS

All new work carried out consists mainly of a continuation of any diamond drilling already in progress or
the initiation of a new program such as on the San José de los Muertos project and the Quebradillas
confirmation drilling and of course the La Blanca project. Also included in this ongoing work to increase
the resources involves the development of new ramps or the rehabilitation of older ones where necessary.
This ongoing ramp development, however, will be dealt with in a separate chapter below.

In order to establish a core library but also for witness purposes, two photographs were taken from the
mineralized part of each diamond drill hole core of every project. The first photo represents a
perpendicular view of the core to better appreciate the type of mineralization, color, efc. The second
view is taken obliquely so that the sample intervals are clearly visible for verification and other purposes
deemed necessary. Not all boxes fit in one photo and for this reason several photos may represent the
entire mineralized part. In order to interpret the photos, both perpendicular and oblique views, they are
named in the following way: Diamond drill hole name such as LR-01 fa-xxx, LR-01 fb-xxy, LR-fc-xxz,
and so on depending on the number of boxes involved or in other words the thickness of the mineralized
section. The three numbers xxx to xxz should be ignored because they are the sequence numbers of the
camera. All drill hole photos will be copied onto a compact disc and attached to the hard copy of the
report. Photo 3 shows the sulphide mineralization in LB-06 at a depth of = 190 m (at the drill site).

To the knowledge of the author, no systematic or extensive drill program was ever carried out on the
property until June 2005 when an extensive diamond drill program was initiated, and which is still in
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progress. This drill program started in June with one diamond drill and focused on the La Rosa or
Santa Rosa area. The term ddh has been used to indicate a diamond drill hole in general. To indicate a
specific ddh its brief name will be used such as ddh LR-1.

At present six diamond drill rigs (Longyear 38 and 44) are coring on the La Parrilla property in various
areas. Drilling is carried out mainly by the Mexican company CAUSA.

1. La Rosa Diamond Drilling

The information on the La Rosa project only serves the purpose of refreshing the actuatl situation. La
Rosa will only be mentioned when considering the total current resources of the La Parrilla project.

All diamond drilling on the La Rosa project or ore shoot Nr. 3, has been dealt with in the previous La
Parrilla reports Nr. 2 and Nr. 3 (Helsen, Sep 6,’06; Helsen, Mar 27, ‘06). A total of 30 ddh’s were
collared with a total core length of 5,831.22 m. The La Rosa drill program was carried out on a drill
grid system which runs in an easterly direction starting with cross Section 0-0° to Section 9-9’
eastwards. In other words Section 0-0’ may be considered as the centre-line dividing the western grid
half from the eastern grid half. The western half of this drill grid continues along the extension of the
longitudinal axis used initially on the La Rosa grid to explore and define the ore shoot 3. This western
grid half was established to drill under Ore Shoots Nr. 1 and Nr. 2 below Level 9. The sections on the
combined drill grids are laid out at intervals of 50 meters. The sections of the western half of the grid
are marked as Section 1W-1"W, etc. increasing towards the west up until Section 22W-22"W.

Photo 2. View of the oxide circuit and the tailings pond at the La Parrilla mine site
(Looking towards the east).
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2. Los Rosarios Diamond Drilling

Diamond drilling on the Los Rosarios project continues. In the last La Parrilla report Nr. 3 the ddh’s
RO-01 to RO-20 excepting ddh RO-19 were discussed and resources calculated. For ddh RO-19 no
analytical results were available yet. Consequently, ddh RO-19 and the ddh’s RO-21 to the last
available hole will be considered in this report Nr. 4. Table 4 gives a breakdown of the ddh’s collared
during the first and second phases. A total of 30 holes were collared in the two phases with a total of
some 11,038.40 m of diamond drill core.

The purpose of the drill program in the Los Rosarios mine area consists of the investigation of the open
mineralization potential in ore shoots 1 and 2 at depth and west of the Ore Shoot 3. Details of this drill
program are reported below.

Table 4. Some characteristics of new drill holes on the Los Rosarios drill grid and projected holes.

Cross Section. D.D.H. Inclination Length in m. Coord}](nates Coor?nates Assigned Block
IW-1W* RO-26 -68° 34390 591670.5 2625083.3 RO-26
RO-27 -74° 356.20 591670.5 2625083.1 RO-27 + 27A
2W-2W’ RO-28 64° 395.00 n.a. n.a. Data pending
RO-29 -71° 437.90 n.a. n.a. In progress
IW3wW’ RO-31 n.a. n.a. n.a. n.a. Projected
RO-32 n.a. n.a. n.a. n.a. Projected
4W-4W’ RO-33 n.a. n.a. n.a. n.a. Projected
SW-5W’ RO-19 -56° 179.00 591488.3 2625168..29 RO-19
RO-34 na. n.a. na. n.a. Projected
6W-6W’ RO-21 -6)° 319.60 5914354 2625168..2 RO-21
RO-39 n.a. n.a n.a. n.a. Projected
IW-9W’ RO-23 -58° 352.80 n.a. n.a. None
10W-10W’ RO-22 -59¢ 405.70 n.a. n.a. None
PIW-13IW’ RO-24 -60° 316.25 591670.5 2625083.3 RO-24
RO-25 -67° 377.25 n.a. n.a. None
77 RO-30 na. 429.00 n.a. n.a. Data pending
Total ddh: 11 ddh’s Total meters: 4,117.95
Grand Total
of two phases 11,038.40

Cross Section 1W-1W’ (Fig. 7):

On this section occur the ddh’s RO-09, RO-12, RO-16, RO-26 and RO-27. The following dnll
indicated resource blocks RO-09, RO-12, RO-16 have already been assigned in the previous drill
program. In the current program a drill indicated resource block RO-26 was assigned to this ddh. The
block contains 85,725 tonnes with 274 g/t Ag. Two drill indicated blocks were assigned to ddh RO-27.
Block RO-27 contains 15,347 tonnes with 124 g/t Ag and Block RO-27A contains 31,374 tonnes with
466 gft Ag.

Cross Section SW-SW’ (Fig. 11):

Ddh RO-19 occurs on this section with ddh RO-02. The resource blocks assigned to RO-02 have been
reported previously. The corresponding resource block to ddh RO-19 contains 5,527 tonnes with a
grade of 141 g/t Ag.
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Cross Section 6W-6W’ (Fig. 12}:

On this section occur three completed ddh’s: OR-20, OR-21, and OR-05. Resource blocks were
assigned to ddh’s OR-05 and OR-20 previously. Ddh OR-21 is a new hole with a resource block OR-
21 assigned which contains 58,419 tonnes at 135 g/t Ag.

Cross Section 13 W-13W’ (Fig. 15):
Two ddh’s occur in this section being ddh’s RO-24 and RO-25. A resource block was assigned to ddh
RO-24 which contains 30,644 tonnes with a grade of 100 g/t Ag.

3. La Blanca Diamond Drilling
Eleven holes have been completed on the La Blanca project so far but for only 5 ddh’s did the
analytical results arrive and have the resources been calculated. For ddh LB-06 some results have been

received but the analyses deeper down the hole are still pending.

Table 5. Some characteristics of the La Blanca diamond drill holes.

Cross Section. D.D.H. Inclination Length in m. Coor{;;nates Cnort::nates Assigned Block
19W-19W* LB-01 -52° 214.10 590782.77 2625270.79 LB-01 T-1 and T-2
LB-02 - 69° 280.00 590782.77 2625270.79 LB-02 T-1 and T-2
20W-20W° LB-03 - 50° 3125.45 590732..5 2625282.40 LB-03 T-1 and T2
LB-04 -61° 341.40 590732..5 262528240 1 LB-04 T-1, T-2 and T-3
LB-05 - na.® 383.60 590732..5 2625282.40 LB-05
LB-08 n.a. 492.45 fn.a. n.a. n.a.
21W-21W° LB-05 -52° 366.60 n.a. n.a. Ddh compl.-Data pend.
LB-07 -na° 446.15 n.a. n.a. Ddh compl.-Data pend.
LB-09 - 80° 540.70 n.a. n.a. Ddh compl.-Data pend.
22W-22W LB-10 - 50° n.a. n.a. n.a. Ddh compl.-Data pend.
LB-11 - 75° 273.95 n.a. n.a. Ddh compl.-Data pend.
Total ddh: 11 Total meters: 3,664.40*

* Without data from ddh’s LB-10

A discussion of the sections is given below. At least three ddh’s are collared from the same site on each
section for the time being because of the two types of mineralization i.e. 1.} as replacement in the
limestones higher up in the ddh and 2.) as mineralization in the La Rosa-Rosarios vein system which
continues to the west. Several holes have more than one assigned resource block. Differentiation
between several blocks is indicated as T-1 or T-2 meaning Tramo 1 or block LB-01 T-1.

Cross Section 19W-19W"” (Fig. 16}

This section occurs just west of the plant operation and offices. The two holes of this section are LB-01
and LB-02. Two resource blocks were assigned to Ddh LB-01 and ddh LB-02 each. The replacement
mineralization is frequently associated with granodiorite sills whereas the mineralization in the vein is
directly associated with the La Rosa-Rosarios vein structure mineralization as explained in the sections
on geology and geological model. These features remain rather consistent in the following ddh'’s as
well. For ddh LB-01 the resources for silver are calculated for the respective blocks (T-1 and T-2) as
7,155 tonnes with a grade of 109 g/t Ag and 56,862 tonnes at 170 g/t. The ddh LB-02 contains the
following blocks: T-1 with 7,754 tonnes at 166 g/t silver and T-2 with 40,492 tonnes at 98 g/t silver.
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Cross Section 20W-20W’ (Fig. 17)

On this section the following three holes were collared: ddh LB-03 with two resource blocks, ddh LB-4
with three blocks, and ddh LB-5 with one block. LB-03 contains respectively 5,744 tonnes with 258 g/t
Ag in T-1 and 11,487 tonnes with 134 g/t Ag in T-2. LB-04 contains respectively 9,744 tonnes with 92
g/t Ag in T-1, 12,076 tonnes with 53 g/t Ag in T-2 and 229,869 tonnes with 40 g/t Ag in T-3. Ddh LB-
08 also belongs to this section. The hole was completed but analytical resuits are still pending.

Cross Section 21W-21W” (Fig. 18)

The completed holes on this cross section include ddh’s LB-06, LB-07, and LB-09. Only for LB-06
part of the analytical results are in but the bulk remains pending.

4. Los Oxidos Diamond Drilling

A total of 17 holes have been drilled. Available characteristics are given in Table 6 below. Of these 17
holes, eight holes have silver values above the cut-off grade. These holes are: ddh’s 0X-02, 0X-03,
0X-05, 0X-06, OX-07, 0X-13, and OX-16. All ddh’s cut the mam vein structure. The mineralization
occurs in a geology consisting predominantly of granodiorite with much lesser amounts of re-
crystallized limestone and skarns. The mineralization can obtain widths in the order of meters but the
grade values are mostly below the cut-off. For example the ddh OX-17 has two bands of
mineralization, one in the vein structure itself and one lower down. The entire hole consists of
granodiorite.

J. N. Helsen, Cons. Geologist, International Mineral Exploration Page 24




Table 6. Some characteristics of the Oxidos diamond drill holes.

Cross Section. D.D.H. Inclination Length in m. Coord)znates Coor(‘l;nntes Assigned Block
2W-2W’ Ox-01 - 48° 35.00 n.a n.a. None
Ox-02 - 80° 123.75 na n.a 0OX-02
IW-3W’ 0Ox-03 -45° 88.00 n.a. n.a. 0X-03
Ox-04 - B0° 166.85 n.a n.a None
4W-AW’ Ox-05 - 50° 91.10 n.a. n.a. 0X-05
Ox-06 - 80° 145.00* n.a. n.a. 0X-06
SW-5W’ Ox-07 -50° 87.85 n.a. n.a. OX-07
Ox-08 - 80° 130.10 n.a. n.a. None
HEW-6W’ Ox-09 - 50° 110.75 n.a. n.a, None
Ox-10 -75° 84.90 n.a. n.a. None
TW-TW’ Ox-11 - 50° 64.45 n.d. n.a. None
Ox-12 -70° 52.65 n.a. n.a. None
SW-8W’ 0Ox-13 40° 70.20 n.a. n.a, 0X-13
Ox-14 -80° 93.45 n.a. n.a. None
OW.OW” Ox-15 -40° 86.35 n.a. n.a. None
Ox-16 -75° 96.00 n.a. n.a. OX-16
1QW-10W? Ox-17 -60° 67.00 n.a. n.a. None
Totat ddh: 17 Total meters: 1,529.40*

* ‘This hole is estimated from drawing (on screen) to be at least 145 m long,

A summary of the diamond drill program in the ore shoots Nr.1 and Nr.2 sections of the Los Rosarios
mine will be discussed per cross section below. Data about the ddh characteristics are summarized in
Table 6. Ddh stands for ‘diamond drill hole’. Sections IW-1W’ to 7W-7W’ cover the Ore shoot Nr. 2
part of the mine whereas the sections from 9W-9W’ to the west cover the Ore shoot Nr. 1 part of the
mine. All resource blocks are drill indicated resource blocks.

Cross Section 2W-2W’ (Fig. 8):
Ddh’s OX-01 and OX-02 are on this section. A resource block OX-02 is assigned to this hole which
indicates a total of 9,838 tonnes with a silver grade of 495 g/t Ag.

Cross Section 3W-3W’ (Fig. 9):
This section contains the ddh’s OX-03 and OX-04. A resource block OX-03 was assigned to this ddh
with 6,302 tonnes with a grade of 108 g/t Ag.

Cross Section 4W-4W’ (Fig. 10):
This section contains ddh’s OX-05 and OX-06 both with assigned resource blocks. Resource block
OX-05 contains 11,322 tonnes with a grade of 198 g/t Ag. Resource block OX-06 contains 4,946
tonnes with a grade of 153 g/t Ag.

Cross Section SW-5W’ (Fig. 11):
On this section occur the ddh’s OX-07 and OX-08 which has values below the cut-off. Only ddh OX-
07 has a resource block assigned. OX-07 contains 14,934 tonnes with grade of 116 g/t Ag.

Cross Section §W-8W’ (Fig. 13):

On this section occur the ddh’s OX-13 and OX-14 but only OX-13 has values above the cut-off. Two
resource blocks were assigned to the ddh OX-13. The first resource block OX-13 contains 10,913
tonnes with a grade of 221 g/t Ag whereas the second block OX-13A contains 6,420 tonnes with a
grade of 117 g/t Ag.
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Cross Section 9W-9W’ (Fig. 14 ):
On this section occur the ddh’s OX-15 and OX-16. A resource block has been assigned to OX-16 with
3,102 tonnes with grade of 163 g/t Ag.

The projected ddh’s at deeper levels under ore shoots Nr. 1 and Nr.2 will be collared after rehabilitation
of the Level 9 and its connection at this level between the two ore shoots. This will involve the ddh’s
from RO-30 to RO-39.

5. San Marcos Diamond Drilling

The previously reported diamond drilling and development work (Helsen, March 26, 2006) consisted
of the allocation of drill indicated resource blocks SM-03, SM-04, SM-05, SM-06 and SM-10 as well
as the 4 ramp indicated blocks SM-01 to SM-04. Ddh SM-13, although completed was not included
because of “pending” analytical results. The total length of all holes collared amount to 3,699.30 m at
present. The total length of the ddh’s of the current period (report N. 4) amount to 1,600.05 m.

Sometimes exclusions from a ‘total” occur. These exclusions or “n.a.” are caused by the fact that when
a ddh does not pay because of low values or has been aborted or suspended for whatever reason, the
hole is considered a loss and of no further interest. Consequently, the resource calculation sheet where
several characteristics of the ddh were entered such as coordinates, inclination angle, or the final length
of a hole, and even the analytical data may never receive a final update and these data will have to be
found elsewhere such as field notes, etc...

Diamond drilling continued on the established San Marcos drill grid which is oriented along a
longitudinal axis with a N20°W strike (Fig. 19). The grid is divided into a northwestern half with four
cross sections INA-INA’, IN-1N’ to 3N-3N’and a southeastern half with six cross sections 1-1° to 6-
6’. The two grid halves are separated by a centre 0-0° cross section. The cross sections are at 50 m
intervals. A new cross section 1 A-1A’ was established to make all intervals equal to 50 m.

Table 7. Characteristics of the diamond drill holes collared on the San Marcos Project.

S(e::t(;::. D.D.H. Inclination Length in m| Coor(;;naies Coorcxnates Assigned Block
IN-3N’ - - - - - -
2N-2N° SM-13 - 55¢ 152.85 n.a. n.a. SM-13 and SM-13A
SM-20 n.a. 206.90 n.a n.a Completed / data pending
SM-19 -66° 144.20 n.a. n.a Completed / data pending
IN-IN’ SM-06 - 60° 171.65 592376.6 2624366.5 SM-06
SM-17 -75¢ 169.60 n.a n.a. SM-17
INA-INA’ SM-12 n.a. 106.55 n.a. n.a. Abandoned / old workings
SM-18 -61° 175,55 n.a. n.a. SM-18
SM-21 -73° 206.25 n.a. na. In progress
0-0 SM-05 -50° 21215 5924378 2624289.5 SM-05
SM-22 -65° n.a. n.a. n.a. Projected
SM-23 n.a n.a. n.a. n.a. Projected
1A-1A° SM-15 -62° 213.95 n.a. n.a. SM-15 and SM-15A
1-1° SM-14 -67° 220.00 n.a. n.a. None
2-2’ SM-01 - 52¢ 99.00 n.a. n.a Abandoned / old workings
SM-10 - 59° 227.30 n.a. n.a. SM-10, -10A
SM-16 -61° 110.75 n.a. n.a. Abandoned / old workings
3-¥ SM-02 -52° 105.46 592545.2 2624004.2 Abandoned / 0ld workings
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SE::;:;' D.D.H. Inclination | Length in m| Coon;nates Coorc‘l;nates Assigned Block

SM-04 -51° 212.15 592577.0 2624129.0 SM-04, -04A

4-4’ SM-08 - S0° 139.50 592545.5 2624064.2 None
SM-09 -65° 201.00 592545.5 2624064.2 None

5-5 SM-03 - 55° 138.65 5925513 2624013 SM-03
SM-07 - 55° 207.00 5925598.3 2624030.3 None

6-6" SM-11* -55° . 381.00 na. n.a. None

Total ddb: 1 Total 3,699.30
meters:

* Ddh SM-11 is not plotted on the avaitable San Marcos Long. Section.

A brief description of the sections with newly drilled holes is given below. The new holes discussed in
this report are the ddh’s SM-13 to SM-2].

Cross Section 2N-2N’ (Fig. 21):

In this section are three new ddh’s; Ddh SM-13, SM-20 and SM-19. Data are pending for the last two
holes. Ddh SM 13 indicated two resource blocks: SM-13 which contains 5,461 tonnes with 165 g/t Ag
and SM-13A also with 5,461 tonnes and a grade of 208 g/t Ag.

Cross Section IN-1N’ (Fig. 22):

In this section occur the ddh’s SM-06 and SM-17 which both resulted in drill indicated resource
blocks. RO-17 contains two blocks: drill indicated resource block RO-17 with 13,279 tonnes with a
grade of 486 g/t Ag and RO-17A with 16,547 tonnes with a grade of 226 g/t Ag.

Cross Section INA-INA’ (Fig. 23):

In this section occur the ddh’s SM-12, SM-18, and SM-21. Ddh SM-12 was abandoned because of old
workings. The drill indicated resource block SM-18 contains 34,200 tonnes with a grade of 311 g/t Ag.
Ddh SM-21 is currently being drilled or has been completed with results pending.

Cross Section 1A-1A’ (Fig. 24):

In this section only one ddh has been drilled. Two resource blocks were assigned. These are SM-15
with a tonnage of 13,444 tonnes and a grade of 215 g/t Ag and the block SM-15A with 9,307 tonnes
and a grade of 612 g/t Ag.

Cross Section 1-1":
In this section ddh SM-14 was drilled but no resource block has been assigned because of low values
No figure is attached.

Cross Section 2-2:

In this section occur two old holes, SM-01 and SM-10 (two blocks SM-10 and SM-10A) and the new
ddh SM-16 which was abandoned because of old workings. No figure is attached because ddh SM-10
was reported in Report 3.

Four ddh’s in total were abandoned because of old workings. These old workings extended beyond the
expected area as seen from the spread of these holes.
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6. San Nicolias Diamond Drilling

The San Nicolas vein system occurs in the southern part of the FMSC La Parrilla Property. So far, little
work was carried out on the San Nicolas project until recently. A diamond drill grid was drawn on an
old San Nicolas concession map. This map, however, is not available to the author at present and a
compilation map is in progress. A NW-SE longitudinal section gives the location of the four ddh’s SN-
01 to SN-04 (Figure 25). Available information will be given in the relevant Cross Sections. The total
length of the first 4 holes is 1,139.25 m.

The Core of the ddh’s SN-01 and SN-02 were photographed.

Table 8. Characteristics of the diamond drill holes collared on the San Nicolds Project.

Sfe't‘::; DDH. | Inclination | Lengthinm] COOPQnat Coordlnates Assigned Block
1-1° CRM-07 - - - - -No information available
2-2 SN-02 -61° 273.70 n.a. na, SN-02
3-3’ SM-01 -58° 334.15 n.a n.a None
44’ SN-03 -68° 311.65 n.a, n.a None
4.5 SN-04 -74° 219.80 1.a. n.a, None
Total 4 1,139.25

Cross Section 1-1°:
On this section occurs the ddh of the Consejo de Recursos Minerales of Mexico but no information is
available to the author,

Cross Section 2-2° (Fig. 26):
Ddh SN-02; a resource block SN-02 was assigned containing 11,011 tonnes with a grade of 367 g/t Ag.

Cross Section 3-3°:
Ddh SN-01 was completed but the analytical values are below the cut-off and consequently no resource
block was assigned.

Cross Section 4-4°;
Ddh SN-03: This ddh was completed while visiting the drill site. The San Nicolas vein was cut from
113.80 m to 121.90 m. The values are below the cut-off,

Cross Sectien 5-5°:
Ddh SN-04 is the last ddh completed. Analytical results are below the cut-off.
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7. San José de los Muertos Diamond Drilling

The San José de los Muertos project, or in short San Jose, is located on the same NW-SE structure that
connects with San Marcos and San Nicolds. At present it is a lower priority project like San Nicolas, in
comparison to the various projects associated with the Blanca-Rosarios-Rosa Vein system on the one
hand and the Quebradillas or Grupo Mexico areas on the other hand.

Four ddh’s were collared but data are pending for all holes which are STM-01 to SIM-04.

Table 9. Characteristics of the diamond drill holes collared on the San José de tos Muertos Project.

SE:EE;. D.D.H. Inclination Length in m, Coord;(nates Coorc{:nates Assigned Block
1-1" SIM-01 -56° 172.95 n.a. n.a. Completed / Data pending
CRM-03* n.a. n.a. n.a. n.a. No additional info available
22 SIM-02 - 55° 143.25 n.a n.a. Completed / data pending
SIM-05 -67° n.a. n.a. n.a. Projected
3-3 SIM-03 -58° 102.60 n.a n.a Completed / data pending
SIM-04 -71° 320.70 na. n.a Completed / data pending
Total 4 739.50

Longitudinal section (Fig. 27):

On this section the first ddh of the project, STM-01, was collared and reached a depth of 172.95 m. The
San José vein was cut at + 99 m and encountered mineralization over + 5 m. Under the San José vein
three other mineralized sections, each of £ 2 m were cut. These sections are associated with skarns. All
four mineral, + skarn bands occur within a 63 m section of mostly Indidura limestones.

In this cross section occurs also the ddh CRM-03 of the Consejo de Recursos Minerales with a value
given of 341 g/t Ag, 3.5 %Pb and 5.6%. It should be kept in mind that these values although interesting
are historic data. The author did not do sufficient work to confirm this information and under the
guidelines and rules of the National Instrument N1-43-101 should not be relied upon.

8. Quebradillas Diamond Drilling

As mentioned above, the diamond drilling programs on the La Parrilla Unit are shifting from the La
Rosa-Los Rosarios-La Blanca vein system to the Quebradiilas area and several dnll rigs have already
moved or are being moved at the time of writing. Table 10 gives the FMSC projected and drilled holes
and the Grupo México (GM) holes. Three twinning ddh’s have been completed on the geological
section 5240 N but not fully updated. One ddh Q-1 lies between the GM ddh’s P-30 and P-11 and has
an approximate length of 250 m The second ddh Q-2 lies between the GM ddh’s P-11 and P-14. The
third ddh Q-3 has not been drawn yet on this section. More information at this time is not available.
Two exploration ddh’s have just been started in the Recuerdo area (Section 5120 N). Data are pending
for all holes. No resource blocks can be mentioned yet. The geological sections are oriented West-East,
looking North.

With regard to the Las Vacas area two geological sections, 11900 have been digitized but no immediate
diamond drilling program has been projected yet. The geological sections are oriented in a NE 72° SwW
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direction, looking NW and numbered as 11900 and 11956. No sections of the Quebradillas project

have been attached yet because they are in a preliminary state.

Table 10. Drilled and projected diamond drill holes in the Quebradillas area.

G;z l‘;.g;zal Project Area FMSC Proposed and drilled ddh’s Grupo Mexico Drilled Holes
Near San

5020 N Nicolds Q-23 P-36, P-37, P-28, P-32, P-39, P42
5060 N Recuerdo-la Q-20,Q-19, Q-18, Q-17, Q-16 P-22, P-25, P-45
5120N El Recuerdo Q-15, Q-14, Q-13,Q-12, Q-11,Q-10 P-19, P-23, P-37, P-37-1
5180 N El Recuerdo? Q-8, Q-7, Q-6, P-8, P-9, P-29, P29A
5200 N n.a. P-13, P-15, P-10, P-12, P-5, P-6, P-31
5240N Q-1, Q-2, Q-3 (drilled} P-14, PRV-1, FRV-2, P-30, P-35, P-40
5270N Viboras ramp n.a. P-47
Total 3 ddh’s completed
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RAMP DEVELOPMENT

No significant ramp development work was carried out during the period covering the present La
Parrilla report Nr. 4. Rehabilitation of the Level 9 access in order to prepare the area for diamond
drilling from this level is underway but no significant systematic sampling was carried since the last
report. Eventually the Level 9 access in the ore shoot Nr. 1 will be extended towards the Ore shoot Nr.
2 and then to the La Rosa ore shoot Nr.3 for mining purposes and deep diamond drilling.

Obviously, new ramps are planned or have already been started as in the case of San Marcos in order to
gain access from the surface at section 2N-2N in the northemn half of the surface grid to the central
area of the ore shoot Nr. 1 and the resource blocks to the north.

Since no significant sampling generally associated with ramp and other development was carried out
and no resource blocks could be assigned. Consequently no further discussion of the various projects is
considered necessary.

SAMPLING METHOD AND APPROACH

The present author checked carefully the data and most calculations if not all. Where discrepancies
appear to exist they have been corrected as deemed necessary and after consultation with the geologist
responsible for the work done. Small discrepancies, however, do exist between the results of two
authors. One author may use a different way of using decimals and rounding-off values as compared to
another author, which may result in small discrepancies. Such discrepancies, however, are generally
minor and consequently of little or no concern.

Sampling method

Because little or no new sampling was carried out in ramps or development works this topic will not be
discussed at this time. The major sampling consisted of the recovery, preparation, and shipment of the
diamond drill core obtained on the various projects.

Following the common procedure as used in Canada, the core is cut in half with a diamond saw and
prepared for shipment to the rock preparation laboratory (drying, crushing, pulverizing) (250 gr pulp
sample) of BSI Inspectorate de México in Durango. BSI-Inspectorate then forwards the pulps to the
analytical labs of BSI-Inspectorate in Sparks, Nevada for a series of analyses including a 30 element
ICP analysis, accompanied by a fire assay-gravimetric analysis for silver with values greater than 200
ppm Ag and a FA/AAS or fire assay/atomic absorption spectrometry method for gold. More details are
given in the flow chart below with regard to the analytical procedure.

Duplicate samples (+ 10 %) are collected for quality control purposes and are dealt with according to
each project.
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{l ' .'
4 kg initial sample to be dried, and reduced to >30% -10 mesh (2 mm)
with jaw crusher and rolf mill

Y

One sub sample of 250 to 300 g vbtained with Jones splitter

v
Pulverization to >90% -150 mesh (106 p) with Labtech EM2 pulverizing mills.
Note: clean 1cs:cd sand is used to avoid contamination between mmples
During the pulverization procéss

Y

Pulps are sent to BSI-luspectorate, Sparks, Nevada for analytical anaiysm. .

A
»

After optimal acid digestion, 2 routine 30 element ICP analysis: .
follows + Ap/Au by fire assay/atomnic absorption spectroscopy. .

Tn case of values obtafned marked greatgr than or Gver- hm:t, Jhese,
samples will be redone with assay grade proceduriss,

Ag > 200 ppm: redone mth FAIgravtmcmc analysis
. Pb, Zn, & Cu> 10,000 ppm: AR dagestmm‘

Flow Chart of the Sample Procedure of BSI-Inspectorate in Durango and Sparks, Nevada

At present FMSC is using BSI-Inspectorate in Durango and its analytical Laboratories in Nevada. A
standard turn-around time for Aw/Ag FA-AA and gravimetric finish analysis is set to be 11 to 12 calendar
days after the samples have been received by the sample prep lab in Durango. The ICP-AES multi-element
(32) package will follow 2 to 3 days later. Over-limit assays, for Ag, Au, Cu, Pb, and/or Zn will be reported
2 to 3 days later. In fact, frequently the turn-around time is longer and can reach up to twice as long as
advertised, a fact now prevalent in the entire industry

The samples are picked up by BSI-Inspectorate in Durango on request. Secure access to the BSI-
Inspectorate data base “Analyst” is available to previously authorized people. This data base, however, was
not used at the La Parrilla mine site because of a lack of access to the internet. The methods to be used are
given in the table below.

Table 11. Characteristics of assays as detailed by BSI Inspectorate Laboratories.

Element Sample Size Method Detection Limit

Auvand Ag 1 assay - ton FA gravimetric Au: 0.005 oz/ton
Ag: 0.5 ozflon

Cu, Pb. Zn 2pr Aqua Regia/AA 1 — 10,000 ppm
30 elements 2or Adqua Regia /AES Several/element
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The Quality Assurance Program of BSI Inspectorate meets all established criteria as related to
reporting requirements for mining & exploration companies under National Instrument NI-43-101 and
is compliant with these practices deemed “best industry” in analytical data generation of mineral
samples.

Additional information with regard to quality certification and procedures can be oblained at the BSI
Inspectorate’s web site www.inspectorate.com.

DATA VERIFICATION

Data verification on 10% of the samples sent out is carried out on a regular basis and with the best
professional approach possible. There are, however, problems which are difficult to correct because the
reason for these problems is timing due to the excess load in the various commercial labs. Return on a
normal shipment of split core may take up to a month. The split core is shipped to the preparation
laboratory as soon as possible. The quarter core for verification purposes is sent at a later date with
other verification samples for obvious reasons. Small shipments tend to be delayed for analytical
treatment and some samples or shipments have been lost in the process. In order to carry out a
duplicate analysis in another lab the pulps have to be requested from BSI-Inspectorate in Nevada which
often causes another delay. In order to improve this situation the last batch of verification samples is
said to have been analyzed (La Blanca ' core samples) at the analytical lab of the La Parrilla mine.
The author is expecting to receive these data soon.

Duplicate analyses are outstanding for the La Rosa, Rosarios, and several other projects.
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MINERAL RESOURCES AND MINERAL RESERVES

The calculation of the resources of the various projects within the La Parrilla District will be dealt with,
as was done above, per project area involved. A cut-off of 100 g/t Ag is used in all calculations of this
report except for the resources of the La Blanca area as detailed below. The present author follows the
guidelines as recommended in the National Instrument 43-101 and related documents (NI 43-101,
Standards of Disclosure for Mineral Projects. Includes Form 43-101F1 Technical Report, Documents and_other
related documents) and adheres to the definitions and guidelines of the CIMM (CIM Council, February
2003 (Final Version), Standards and Guidelines for Valuation of Mineral Properties, CIMVAL-Special
Committee of the Canadian Institute of Mining, Metallurgy),

Briefly, the resource calculations follow the procedures mentioned in previous reports (J. Helsen, April
17, 2005; March 26, 2006; F. Mufioz Cabral, April, 2004). When in brackets, the text is quoted from
Muiioz Cabral (April, 2004). '

The resources are calculated mainly from the results obtained by diamond drilling programs and ramp
development. The length of the resource blocks are selected based on structural and geological
characteristics of the ore deposit.

The blocks will be classified into the following categories:

Measured Resources — the ore body is exposed on two faces (levels) and, therefore there is
knowledge reliable enough to allow future production and economic viability planning.

Indicated Resources — the ore body is exposed on one face (level) over the whole length, and
there is enough density and quality information — not only geological but on the sampling also to allow
future production and economic viability planning. In this case an influence of 20 m vertically was
given to the blocks except on the “Indicated 17 of the ore shoot 1 where the influence was limited to 10
m due to geological characteristics.

“Inferred Resources” — where included, are the result of part of the mineral body in its whole
width not exposed by mining works such as levels and stopes; the whole width is only exposed on
some sporadic crosscuts. Such blocks will require future exploration through crosscuts or systematic
hole drilling in order to change the blocks category to “Indicated Resources”

The method for the calculation of resources in ramps will not be considered at this time here.

The resources will be mentioned as the last reported resources in the La Parrilla report Nr. 3 and the
newly outlined resources for this report. The sum of both resources will be called the Current
resources. In this report lead and zinc will be included as silver equivalents where present. The
resources will be reported per project first and then combined in a total for the La Parrilla Unit.

The formula used to convert gold into silver equivalents is:

Total Ag eqv.(0z)= Total Ag (0z) + Total Au {oz}* Au($US/oz)/Ag($US/oz)
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Whenever ounces of silver equivalents are given, these values are calculated according to the following
formula: Ag eqv oz = (Ag oz. + (Au 0z.*570/9.70)). The conservative prices of US$ 570 for gold and
USS$ 9.70 for silver in the formula are based on quotations during the first week of February, 2006 and
used in the previous report (Helsen, March 27, 2006) and kept in the present report for the sake of
consistency wherever possible. The values used are given in each table. On the 6™ of September, 2006
silver increased to US$ 13.31 and gold to US$ 645.50.

Mineral Resources per Project
1. La Rosa Resources
No changes have taken place in the La Rosa project with regards to the resources situation since the

previous report Nr. 3 (Helsen, Sept. 6, *06). No silver equivalents have been calculated for lead or zinc
because the analytical values are low.

Table 12. Total resources of the La Rosa project as calculated for La Parrilla report Nr. 3.

Area ! Width Ag Total Total Oz Ag equiv
Resources work Tonnes (m) g/t Au g/t Ags Ang Agoz Au oz ¥
Indicated | La Rosa | 423.42% 3.06 340 0.0 144,162,404 37157 4,634,925 | 1,194 4,705,125
Measured 66,835 2.40 27449 | 005 18,345,304 3,567 589,815 il5 596,563

1 To calculate Au and Ag in Ag eqv. oz the following prices were used (first week of February, *06): silver @ US $9.70/oz and gold @ USS 570/0z

2. Los Rosarios Resources
The drill indicated Los Rosarios resources for the La Parrilla report Nr. 3 included the ddh’s RO-01 to
RO-20 except the ddh RO-19 because pending assays. These resources were calculated for Ag and Au

only. Silver equivalents for Pb and Zn were not included. The values are given in Table 13.

Table 13. Total resources of the Los Rosarios as calculated for the La Parrilla report Nr. 3.

Resources Drill Tonnes Width Ag Au Total Ag Total Au Ap oz Au o Oz Ag
holes (m) gt glt grams grams & i equiv i

Tot. indic Rosarios 432,261 3.40 295 0.19 127,410,627 81,391 4,096,344 2,617 4,250,112

1 To calculate Au and Ag in Ag eqv. oz the following prices were used {date of change not known *06): silver @ US $12.50/0z and gold @ US$ 575/0z.

In the present Jan 2007 report Nr. 4 the newly established drill indicated resources include the ddh’s
RO-19, RO-21, RO-24, RO-26 and RO-27. The new resources include, apart from Ag and Au, also the
silver equivalents for Pb and Zn. Moreover, the previously unreported silver equivalents of Pb and Zn
from the previous report Nr. 3 are now included. These results are given in the tables below.

Table 14-A. New drill indicated resources for Ag and Au as calculated for the Los Rosarios report Nr. 4.

Resources D.D.H. Tonnes W:gth Ag[t Augft Total Ag g ’2:::; Agoz Au oz :‘)lt:: gt
indicated RO-19 5,527 0.89 141 0.14 779,293 774 25,055 25 26,24%
Indicated RO-21 58,419 6.76 133 0.06 7,873,238 3213 253,130 103 258,089
Indicated RO-24 30,644 4.54 100 0.14 3,052,664 4,153 98,145 134 104,554
Indicated RO-26 85,725 12.70 274 0.18 23,496,538 15,770 755,431 507 779,767
Indicated RO-27 15,347 2.03 124 g.11 1,902,638 1,716 60,171 55 63,819
Indicated RO-27A 31,374 4.15 466 0.19 14,621,597 6,078 470,095 195 479,475
Tot. Indic 3 227,276 523 207 0.14 51,742,234 31,649 | 1,663,550 | 1,018 | 1,710,357

1 To calculate Au and Ag i Ag eqv. oz. the following prices were used (date of price not known, *06): sitver @ US $12.50/0z and gold @ USS 575/oz.
Table 14-B New drill indicated resources for Pb and Zn as calculated for the Los Rosarios report Nr. 4
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Resources D.DH. Pb % Zo % USS Pb/Zn | Tonues*USS Otl;’;f ;‘I‘.‘)‘“ of::‘::::::':
Trdic. RO.19 .15 003 376 30,756 i 661 27,909
Tndicated RO2] 071 0.42 29.55 1,726,280 738,103 396,162
Tndicated RO-24 0.98 0.59 117 1.261,742 100,939 205,494
tndicated RO-26 115 0.09 21.62 1,853,745 143,300 928,067
Tndicated RG27 0.19 0.14 9.17 140,794 11,264 75,083
Indicatod RO-ZTA 0.21 0.05 5.60 178,544 14,284 293,758
Tot. Indic 5 0.59 53 292,619 2,202,976

{To calculate Pb, Zn in Ag eqv. oz. the following prices (USS) were used {date of price unknown, “06): Ag @ US $12.50/0z ; Pb @0.8/Ib; Zo @1.50/1b

In Table 14 the A-part is dedicated to the total Ag+Au silver equiv. whereas the B-part is dedicated to
the Ag equivalents for Pb+Zn. In the last column of part-B, however, the column ‘Grand Total’
represents the combination or sum of the ‘Oz Ag equivalents’ of part A (Ag+Au) with the ‘Ag equiv
(Pb+Zn)’ of part B. The comments for the two parts A and B in Table 14 are valid for similar tables
below.

The combination of the drill indicated resources of reports Nr. 3 and Nr. 4 for Pb+Zn Ag equivalents
amount to 9,977,0610z of silver. The comments made for the two parts A and B above are valid for
Table 15 as well.

Table 15-A. Total current drill indicated resources of the Los Rosarios project for Ag+Au equiv.

Width Ag Oz Ag
Resources | D.D.H. | Toones m gt Aught Total Ag g Total Aug Agoz Au 0z cquiv
Indicated 27 811,562 4.70 218 0.16 193,300,131 131,588 6,214,739 | 4,231 | 6417811

t To cakculate Av and Ag in Ag eqv. oz the following prices were used {date of price not known, ‘06): silver @ US $12.50/0z and gold @ USS 575/02

Table 15-B. Total current drill indicated resources of the Los Rosarios preject for Pb+Zn equiv. and grand
total for Ag+Ag eqv. (Au, Pb,Zn)

Oz Ag equiv Grand Total
&
Resources Pb % Zn % USS Ph/Zn Tonnes*US$ (Pb, Zn) oz Ag Equiv.t
Indicated 0.73 0.76 3,559.250 9,977,061

$To calculate Pb, Zn in Ag eqv, oz the following prices (US$) wese used (date of price unknown, *06): Ag @ US $12.50/0z ; Pb @0.8/1b; Zn @1.50/Tb

With the new resources and the inclusion of the silver equivalents of Pb and Zn the current dnll
indicated resources increased from 4,250,112 (Report 3) oz Ag equivalents to 9,977,060 oz Ag
equivalents.

3. La Blanca Resources

Work on the La Blanca project was started just at the end of the previous period (Report Nr.3) and for
this reason all performed drilling is dealt with in this report. Eleven ddh’s were completed but dnill
indicated resources were calculated only for the first five holes. In the La Blanca project a lower cut-off
value (<100g/t) for silver in some holes was accepted for the resource calculations because of
considerations with regard to mining this area as a low grade/high tonnage area.

Because of the fluctuating market prices for Au, Ag, Pb, Zn, and Cu several prices have been used,
although at the start of the resource calculations for Ag and Ag equivalents for Au a lower price (first
week of February, ‘06: silver @ US $9.70/0z; gold @ US$ 570/0z) was taken as exemplified in the La Rosa
calculations. A lower and more conservative price was taken to reduce the effect of this fluctuation
among other reasons. The following metal prices (in $US) were used for the resource calculation in the
La Blanca area: Au @ 600.00; Ag @ 12.00; Pb @ 0.70; Zn @ 2.00. The prices used for calculations
are also given at the bottom of the tables.
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Table 16-A. La Blanca drill indicated resources of Ag and Ag eqv. for Au.
Resource D.D.H. Tonnes W::th ';,E :;IL Total Ag g 'g(:::: Ag 0Z Auoz 3:13 gx
Indicated LB-0l T 7,155 1.06 109 0.09 782,757 630 25,166 20 26,323
Indicated. LB-01 T2 56,862 8.42 170 0.04 9,658,809 2,181 310,538 70 314,545
Indicated. LB02TI 7,754 1.15 166 £.06 1,287,686 432 41,400 £ 42,194
Indicated. | LB-02 T2 40,492 6.00 98 0.12 3,055,207 4,900 127,163 158 136,165
Indicated. | LB-03TI 5,744 0.85 258 0.22 1,418,848 1,264 47,642 41 49,964
Indicated. | LB-03 T2 15,487 1.70 134 0.06 1,536,587 712 49,415 23 50,724
Indicated. | LB-04 T1 9,744 3.21 92 0.00 896,988 - 28,839 - 28,839
Indicated. | EB-04 T2 12,076 3.58 53 0.00 642,272 - 20,650 - 20,650
Indicated, | LB-04 T3 229,869 34,05 40 0.00 9,235,007 - 296,912 - 296,912
Indicated, LB-05 55,420 8.21 76 0.01 4,205,400 587 135,207 19 136,285
Tot. Indic 5 436,603 6.82 77 0.02 33,682,961 10,706 1,082,932 660 1,102,600
1 To catculate Au and Ag in Ag eqv. oz. the following prices were used: silver @ US $12.50/0z and gold @ US$ 600.00/0z.
Table16-B La Blanca drill indicated resources of Pb and Zn in Ag equiv.
Reowrsss [ ODI | o | zow | ussrwea | romoruss | O | SN0
Drill Indic. LB-01 T1 3.98 0.69 66.53 476,004 45,334 71,657
Drill Indic. LB-01 T2 1.89 0.82 47.98 2,728,299 259,838 574,383
Drill Indic. LB-02 Tl 4.04 2.64 134.66 1,020,842 97,223 139,417
Drill Indic. LB-02 T2 1.89 118 56.67 2,416,320 230,126 366,291
Drifl Indic. LB-03 T} 2.70 0.22 37.00 212,538 20,242 70,206
Drill Indic. LB-03 T2 1.38 0.65 36.69 421,509 40.144 90,867
Drill Indic. LB-04 T1 217 0.45 38.94 379,437 356,137 64,976
Drill Indic. 1.13-04 T2 1.14 0.94 4372 527,935 50,280 70,929
Drll Indic. LB-04 T3 1.08 1.53 62.39 14,340,719 1,365,783 1,662,695
Drill Indic LB-05 1.26 1.25 55.09 3,053,018 290,764 427,048
3 215 1.04 2,435,869 3,538,469
1 To calculate Ag equivalents for Pb and Zn in Ag eqv. oz the following prices were used: silver @ US $12.50/0z; Pb @ 0.80/1b; Zn @ 2.00/ib
Table 17-A. Total current drill indicated resources of Ag and Ag eqv. for Au in the La Blanca area.
Resource D.D.H. Tonnes W::th Ag' :“& Total Agg };‘::‘:I Agoz Auoz 3:.;: gi
Indicated 5 436,603 6.82 71 0.02 33,682,961 16,706 1,082,932 660 1,102,600

+ To calculate Au and Ag in Ag cqv. oz. the following prices were used: silver @ US $12.50/0z and gold @ US$ 600.00/0z.

Table 17-B Total current drill indicated resources of Pb and Zn in Ag equivalents for the La Blanca area.

Resources D.D.H. Oz Ag equiv Grand Total
Pb % In% USS Pb/Zn Tonnes*USS (Pb, Zn} oz Ag Equiv.
Drill Indic. 5 2.15 1.04 2,435,869 1,538,469

1 To calculate Ag cquivalents for Pb and Zn in Ag eqv. oz the following prices were used: silver @ US $12.50/0z; Pb {@) 0.80/1b; Zn @ 2.00/1b

4, Los Oxidos Resources

No previous work was carried out except some exploratory sampling as reported in previous reports.
The oxides occur in the upper parts of the ore shoots Nr. 1 and 2. Some very high values were obtained
in old workings during an orientation sampling program at the start up of the La Parrilla mine (2004-
2005). These results produced high hopes for the oxide zone generally called “oxides”. The completed
diamond drilling in the oxides was therefore somehow a disappointment with regard to the size of this
project. Out of 17 ddh’s, 7 ddh’s have drill indicated resource blocks assigned (Table 18). The assay
results for Pb and Zn are to low to be included in the resources as silver equivalents.
Table 18. The Oxides drill indicated resources of Ag and Ag eqv. for Au.

- Width Ag An N Total Oz Ap
Resource D.D.H. T'onnes m g/t g/t Total Agg Au g Ag oz Auoz equiv 1
Indicated 0X-02 9,838 2,76 495 0.06 4,870,114 637 156,578 20 157,781
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Resource | D.D.H. Tonnes W:glh ‘;i“ ___;;: Total Ag g .::::: Agoz Anoz e?]fx;:gt
Indicated. O0X-03 6,302 0.93 108 0.07 680,580 416 21,881 13 22,667
Indicated. OX-05 11,322 1.68 198 0.03 2,246,295 328 72220 1l 72,840
Indicated. 0X-06 4,946 0.64 153 0.07 756,776 322 24,331 10 24,938
Indicated. 0X-07 14,934 2.13 116 0.00 1,736,526 - 55,831 - 55,831
Indicated. OX-13 10,913 1.62 221 0.01 2414147 109 77,617 4 77,823
Indicated. | OX-13 A 6,420 0.95 117 0.00 751,097 - 24,148 - 24,148
Indicated. OX-t6 3,102 0.40 163 0.00 505,701 - 16,259 - 16,259
Total Ind. 7 67,777 1.40 206 0.03 13,961,235 1,812 443,864 58 452,287

{ To catculate Au and Ag in Ag cqv. oz. the following prices were used (date of price ot known, '06): silver @ US $12.50/0z and gold @ USS$ 573/az.

Table 19. Total new drill indicated resources in the Oxides area

Width Ag Au Total Oz Ag
Resource D.D.H. Tonnes m ot gt Total Agg Au g Agoz Auoz equiv
Indicated 7 67,777 1.40 206 0.03 13,961,235 1,812 448,864 58 452,287

1 To calculate Au and Ag in Ag eqv. oz. the following prices were used (date of price not known, *06): silver @ US $12.50/0z and gold @ USS 575/0z.

5. San Marcos Resources
The previous work as reported in the La Parrilla report Nr. 3 is given in Table 20.

Table 20. Total indicated resources for the San Marcos area as previously reported in Report Nr. 3.

Width Ag An Total Oz Ag
Resource D.D.H. Tonnes m t "t Total Agg Aup Agoz Au oz equiv
Tot. Indic. 12 104,408 2.48 423 0.10 44,188,983 10,814 1,420,707 347 1,441,137

1 To calculate Au and Ag in Ag eqv. oz the following prices were used (first week of February, '06): sitver @ US $9.70/0z and gold @ USS 570/0z.

Only four ddh’s located new drill indicated resource blocks out of a total of nine ddh’s collared. Two .
ddh’s showed data below the cut-off and assays are still pending for three ddh’s.

Table 21. New drill indicated resources of Ag and Au for the San Marcos area.

Resources D.D.H. Tonnes “;::;h :ﬁ :}.‘: Ag grams glzums Agoz Au oz :;iﬁ gi
Indicated SM-13 5461 0.81 165 0.03 901,065 137 28,969 53 29,279
Indicated SM-13A 5461 0.81 208 0.02 1,135,888 109 36,520 3.5 36,726
Indicated SM-15 13,444 1.99 215 0.11 2,890,460 1,479 92 930 47.6 95,724
Indicated SM-15A 9,307 1.38 612 0.14 5,695,884 1,303 183,127 41.9 185,588
indicated SM-17 13,279 1.84 486 1.63 6,453,594 21,645 |- 207,488 696 248,381
Indicated SM-17A 16,547 2.45 226 0.03 3,739,622 496 120,234 16 121,169
Indicated SM-18 34,200 5.02 311 0.18 10,636,200 6,156 341,962 198 353,592

Tot. Indic. 4 97,699 2.04 318 0.31 31,452,713 31,352 1,015,227 | 1,008 1,070,460

1 To calculate Au and Ag in Ag eqv. oz the following prices were used (first week of February, ‘06): silver @ US $8.70/0z and gold @ US$ 570/0z.

Table 22. Total current resources of San Marcos (combined report Nr..3 & new resources report Nr.4).
W::th ';ﬁ ;L Total Agg R‘:;I Agoz Anoz :::ﬂ: g:
Tot. Indic. | Rep. Nr.3 | 104,408 2.43 423 | 0.10 44,188,983 10814 [ 1,420,707 347 1,441,137
ToL Indic. | Rep.Nr.4 | 97,699 2.4 38 | 031 31,452,713 31,352 | 1,011,227 | 1,008 | 1,070,460
Grund Tot, | Current 202,107 2.26 371 | 021 75,641,696 42,166 | 2,431,934 | 1,355 | 2,511,597
1 To calculate Au and Ag in Ag eqv. 02 the following prices were used {first week of February, *06): silver @ US $9.70/cz and gold @ US$ 570/oz.

Resource D.D.H. Toones
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6. San Nicolas Resources

Only one drill indicated resource block resulted from the drilling program (4 ddh’s) on the San Nicolas
project so far.

Table 23. Total new drill indicated resources on the San Nicolas project.

Width Ag Au Tatal Oz Ag
Resource D.D.-H. Tonnes m gt gt Total Ag g Aug Agoz Auoz equiv §
Tot. Indic, SN-02 11,012 1.63 367 0.10 4,040,660 1,126 129,910 36 132,037

t To calculate Au and Ag in Ag eqv. oz the following prices were used (first week of February, *06): silver @ US $9.70/0z and gold @ US$ 570/0z.

7. San José de los Muertos Resources

Despite the completed drilling of four ddh’s, no drill indicated resources were assigned because of
pending assays results.

8. Quebradillas Resources

Grupo México calculated the resources (measured, probable and of interest (inferred)) in oxides,
sulphides in all areas and tailings at the Las Vacas mine, resulting in its estimate to contain 1,349,000
tonnes with 8.2 million ounces of silver. It should be kept in mind that these data are historic data and
that no independent estimates have been made. These estimates under the National Instrument NI 43-
101 should not be treated as resources (all categories) and should not be relied upon.

FMSC is currently executing the slow process of digitizing this information and drilling several
twinning holes to confirm the reliability of the data available in order to calculate its own independent
resources.

Despite the completion of three twinning ddh’s, as in the case of San José, no drill resources have been
assigned yet because of outstanding assays results.

Summary of the New Drill Indicated Resources and Current Resources for all Projects

Previous or old indicated and measured resources of the previous report Nr.3 will be combined with the
new resources for report Nr. 4 or current report which is all drill indicated resources. The summary of
the new drill indicated resources is given in Table 24. Details for the breakdown of the old (Report 3)
resources are given in part in previous chapters of this report. For a full breakdown one should consult
report Nr. 3 (Helsen, September 6, 2006). No new resources were added from the La Rosa,
Quebradillas, Las Vacas and San José de los Muertos areas. The new resources, all drill indicated
resources, come from Los Rosarios, La Blanca, Los Oxidos, San Marcos and San Nicolas.

The total Ag and Ag equivalents for Au, Pb and Zn amount to 10,462,860 oz Ag equivalents. This
grand total can be broken down into 4,467,741 oz Ag+Ag eqv. for Au and 5,995,119 oz of Ag eqv. for
Pbh+Zn.
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Table 24. Summary of all new drill indicated resources for all La Parrilla projects, and the previously not
entered Los Rosarios Ag equivalents for Pb and Zn.

Resources Area/ Tonnes Width Ag Au Total Total Ae oz Au 0Z Oz Ag
work (m} gt git Agp Aug 8 equiv T
. . Rosarios
Drill Indic, AgtAu 227,276 523 207 0.14 51,742,234 31,649 1,663,550 1,018 1,710,357
. , Rosarios
Drill Indic. | p (7 059 | 028 492,619
, . Rosarios*
Drill Indic. Pb+Za 3,066,631
Drill Indic. L:Zﬁ‘:a 436,603 | 6.82 77 0.02 33,682,961 10,706 1,082,932 660 1,102,600
La Blanca .
Pb+Zn 0.69 1.29 2,435,869
Drill Indic. Oxidos 67,777 1.40 206 0.03 13,961,235 1,812 448,864 58 452,287
Drill Indic. | S. Marcos 97,699 2.04 318 0.31 31,452,713 31,352 1,011,227 1,008 1,070,460
Drill Indic. | S. Nicolas 11,012 1.63 367 0.10 4,040,660 1,126 129,910 36 132,037
Grand | Total: 840,367 285 135 0.12 134,879,803 76,645 4,336,483 2,780 10,462,860

* This indicates the Ag equivalents for Pb and Zn in the Rosarios drill indicated resources not reported in the Nr.3 report. 42 These
\values were not included in the calculation of the average grade value for Ag.

Table 25 combines the Ag+Ag eqv. for Au from the Report Nr. 3 (Helsen, Sep. 6, 2006) with the new
drill indicated resources expressed in Ag+Ag eqv. for Au and Ag eqv. for Pb+Zn of this report.

Table 25. Up to date resources for Ag and Ag eqv. of Au, Pb and Zn for all projects of the La Parrilla Unit.

Resources Project Tonnes Width | Ag | Au Total Total Ae oz Au Oz Ag
Area {m) gt | g/t Agg Aug 5 oz equiv
Total Report | oc0008 | 298 |320{0.14 | 315762014 | 129,362 | 10,151,976 | 4,161 | 10,396,488
Indicated Nr. 3
Total Report | er0367 | 285 |235|0.12 | 134,879,803 | 76,645 | 4,336,483 | 2,780 | 10,462,860
Indicated Nr. 4
Grand
Total 1,800,465 | 2.92 | 282 | 0.13 | 450,641,817 | 206,007 | 14,488,459 | 6,941 | 20,859,348
Indicated
Measared | Block1 | 66,835 | 240 | 274 | 0.05 | 18,345,304 | 3,567 | 589,815 | 115 | 596,563
(Rep. 3)
Grand
Total | Rosarios | 66,835 | 2.40 | 274|005 | 18345304 | 3,567 | 589,815 | 115 | 596,563
Measured
Grand
Total 1,867300 | 2.66 | 278 | 0.09 | 468,987,121 | 209,574 | 15,078,274 | 7,056 | 21,455,911
Indic+Meas.

Table 26 summarizes the Ag+Ag eqv. (Au) (column 3) and Ag eqv. (Pb, Zn) (column 4). Column 5
(column 3 + column 4) gives the total of Ag+Aqv. (Au, Pb,Zn).

Table 26. Summary of the Current Resources in Ag+Ag eqv. (Au) and Ag eqv. (Pb,Zn) for Reports Nr. 3
and Nr. 4.

Report Type Oz Ap + Ag eqv. (Au) Oz Ag eq (Pb, Zn) Total
N°3 Indicated 10,396,488 10,396,488
N 4 Indicated* 3,066,631 3,066,631
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Report Type 0z Ag + Apg eqv. (Au) Oz Ag eq (Pb, Zn) Total
N°4 Indicated 4,467,741 2,928,488 7,396,229
N°3 Measured 596,563 596,563

Gran total 15,460,792 5,995,119 21,455,911

* This indicates the Ag equivalents for Pb and Zn in the Rosarios drill indicated resources not reported in the Nr.3 report

From these updated resources should be subtracted theoretically the mill feed. Since start up the plant
consumed 16,589 tonnes of dump material and 92,496 tonnes ore from mine production. The overall
head grade is 208 g/t Ag with a silver recuperation of 60% (These data were provided by Ing. M. Rios,
Mine Manager).

INTERPRETATION AND CONCLUSIONS

The current resources of the La Parrilla property were calculated and commented on per project basis
throughout the report following the same sequence continuously. These projects are:

1. La Rosa project which encompasses mainly the Ore shoot Nr.3 and is open to the east and at
depth.

2. Los Rosarios project which contains the ore shoots Nr. 1 and Nr 2. The mineralization is open
at depth.

3. La Blanca project, west of the plant and offices, is open to the west, at depth and also outside

the La Rosa-Rosarios-La Blanca main vein structure.

Los oxidos or oxides above the Rosarios ore shoots Nr. 1 and Nr. 2.

5. San Marcos mine, southeast of the La Rosa/Los Rosarios mine area, becomes more promising

at depth and to the NW along strike.

San Nicolas mine area south of San Marcos, delivered one resource block. Lower prionty.

7. San José de los Muertos area to the east of the La Rosa/Los Rosarios mine area and north of
San Marcos. Lower priority at present.

8. Quebradillas. Action is shifting from La Rosa-Los Rosarios to large project with the move of
several diamond drill rigs.

e

o

The total new drill indicated resources (Table 24) and the total combined current or up to date
resources (Table 25) for all La Parrilla projects are repeated below and will not be referred to for each
project separately.

Table 24. Summary of all new drill indicated resources for all La Parrilla projects, and the previously not
entered LLos Rosarios Ag equivalents for Pb and Zn.

Resources Area/ Tonnes Width Ag Au Total Total Ap 0z Au oz Oz Ag
work {m) g/t g/t Agg Aug & equiv

Drilt Indic. ﬁt’gs::‘:ls 227276 | 523 207 | 014 51,742,234 31,649 1,663,550 | 1,013 1,710,357
, . Rosanios \ .

Dritl tndic. | "o 059 | 025 492,619
. . Rosarios*

Drill Indic. Pb+Zn 3,066,631

Drill Indic. L:gﬂ‘l‘;a 436,603 6.82 77 0.02 33,682,961 10,706 1,082,932 660 1,102,600
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Area/ Width A Au Total Total Oz A
Resources work Tonnes (m) gﬁ gt Agp Aug Agoz Au oz eqm'vgt
La Blanca
Pbt+Zn 0.69" 129 2,435,869
Drill Indic. Onxidos 67,777 1.40 206 0.03 13,961,235 1812 448,864 58 452,287
Drill Indic. | S. Marcos 97,69% 2.04 318 0.31 31,452,713 31,352 1,011,227 1,008 1,070,460
Drill Indic. | S. Nicolas 11,012 1.63 367 0.10 4,040,660 1,126 129,910 36 132,037
Grand | Total: 840,367 2.85 135 0.12 134,879,803 76,645 4,336,483 2,780 10,462,860

* This indicates the Ag equivalents for Pb and Zn in the Rosarios dril! indicated resources not reported in the Nr.3 repont. * + # These values were not
included in the calculation of the average grade value for Ag.

Table 25 combines the Ag+Ag eqv. for Au from the Report Nr. 3 (Helsen, Sep. 6, 2006) with the new
drill indicated resources expressed in Ag+Ag eqv. for Au and Ag eqv. for Pb+Zn of this report.

Table 25. Up to date resources for Ag and Ag eqv. of Au, Pb and Zn for all projects of the La Parrilla Unit.

Resources Project Tonnes Width | Ag | Au Total Total Ag oz Au Oz Ag
Area (m) g/t | glt Agp Aug & oz equiv }
T.Otal Report 960,098 298 |320]0.14 | 315,762,014 | 129,362 | 10,151,976 | 4,161 | 10,396,488
Indicated Nr. 3
T.o tal Report 840,367 285 [235]0.12 | 134,879,803 | 76,645 | 4,336,483 | 2,780 | 10,462,860
Indicated Nr. 4
Grand
Total 1,800,465 | 292 | 282 | 0.13 | 450,641,817 | 206,007 | 14,488,459 { 6,941 | 20,859,348
Indicated
Measured Block 1 66,835 240 | 274 ] 005 ] 18,345,304 3,567 589,815 115 596,563
Grand
Total Rosarios | 66,835 240 | 274 | 0.05 | 18,345,304 3,567 589,815 115 596,563
Measured
Grand
Total 1,867,300 | 2.66 | 278 | 0.09 | 468,987,121 | 209,574 | 15,078,274 | 7,056 | 21,455,911
Indict+Meas.

Table 26 summarizes the Ag+Ag eqv. (Au) (column 3) and Ag eqv. (Pb, Zn} (column 4). Column 5 is

the {column 3 + column 4) gives the grand total of Ag+Aqv. (Au, Pb,Zn).

Table 26. Summary of the Current Resources in Ag+Ag eqv. (Au) and Ag eqv. (Pb,Zn) for Reports Nr. 3 and Nr. 4.

Report Type Oz Ag + Ag eqv. (Au) Oz Ag eq (Pb, Zn) Total
N°3 Indicated 10,396,488 10,396,488
N°4 Indicated* 3,066,631 3,066,631
N°4 Indicated 4,467,741 2,928 488 7,396,229
N°3 Measured 596,563 596,563

Gran total 15,460,792 5,995,119 21,455,911

* This indicates the Ag equivalents for Pb and Zn in the Rosarios drill indicated resources not reported in the Nr.3 repont
1. La Rosa Project

No new diamond drilling or development was carried out on this project so no change is to be reported.
The project remains open to the east and at depth. The total diamond drilling remains at 5831.22 m in

30 holes.
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2. Los Rosarios Project

On the Rosarios project diamond drilling has been halted temporarily because Level 9 is being
rehabilitated for mining purposes and to make diamond drilling possible from a lower level and
consequently cheaper to reach the sulphides below level 9. Eventually Level 9 will be extended to the
east towards the ore shoots Nr. 2 and Nr. 3.

On Rosarios 30 ddh’s have been completed so far. Eleven ddh’s with a total of 4,117.95 m core are
included in this up date report. Only the last hole drilled RO-30 is not included because of pending
assays. The total amount of meters drilled is 11,038.40 meters.

The Pb and Zn values of the Rosarios project were converted to Ag equivalents for all Rosarios holes
drilled because these values were not included in the previous report Nr. 3.

The location of about 10 ddh’s, RO-31 to RO-40, has already been projected to be drilled when
possible.

3. La Blanca project

The mineralization of Rosarios towards the west was expected to continue in the La Rosa-Rosarios
vein system and maybe a new ore shoot would materialize. It came as a surprise when the La Blanca
drilling program was well underway that apart from a continuation of the vein system, also replacement
mineralization was found. Subsequent ddh’s hinted at larger tonnage but with lower silver grades.
Massive sulphides were encountered as shown in the core of LB-06.

At present, resources have been calculated for five ddh’s and results of the ddh LB-06 should be ready.
By the year end of 2006 a total of 11 holes were completed but assays are available for only 5 holes for
which the drill indicated resources have been finalized. On La Blanca silver equivalents for Pb and Zn
have been calculated. La Blanca is the second project for which silver equivalents have been included.

The total drill core for these 11 ddh’s of La Blanca measure 3,664.40 meters. Another 11 ddh’s have
been planned both to the east and west of the existing cross secttons.

4, Oxide Project

A total of 17 ddh’s were collared on the Oxides project. Seven ddh’s indicated resources. The final
results were in a way disappointing in terms of grade and tonnage (Table 24) when compared with

earlier estimates. A total of 1,529.40 meters were drilled.

No further work is expected for this area at present.
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5. San Marcos Project

By year end of 2006 a total of 3,699.30 meters were collared in 21 holes. In the current phase of
drilling, holes SM-12 to SM-21 were drilled with a total 1,707.30 meters. Resource blocks were
assigned by the ddh’s SM-13, SM-15, SM-17 and SM-18. For the later ddh’s the data are still pending.

The diamond drilling on the San Marcos project will continue in a NW direction along strike but ramps
will be developed accessing the San Marcos ore shoot Nr. 1 {centre) from the northern half of the grid.

5. San Nicolas Project

Four ddh’s with a total of 1,139.25 m were collared on this property and one resource block SN-02
assigned. For details see Table 25. No new work is planned at this time because of the emphasis of new
drilling in the Quebradillas area.

6. San José de los Muertos Project

On this Project 4 ddh’s were collared with a total length of 739.50 m. No assay results have been
received for any of the holes. This property occurs some 800 m north of San Marcos. Little can be said
about this project until some data have been received.

7. Quebradillas Project

As mentioned before diamond drilling activity is shifting to some extent to the Quebradillas project as
data from Grupo Mexico are being entered and the information becomes more accessible for
interpretation. Three ddh’s Q-1, Q-2, and Q-3 have been drilled all three apparently on the same section
5240 N although Q-3 has not been traced in. These holes serve the purpose of confirmation or
twinning holes. A total length of 628.40 m was drilled. Because of the lack of any assay results no
resource blocks have been assigned yet. The drilling is just starting.

RECOMMENDATIONS

During this last period (Report Nr. 4) the drill indicated resources have increased drastically through
the new drilling but also helped by including the Pb+Zn Ag equivalents of Los Rosarios and La Blanca
projects. The current resources have more than doubled since the last report to 21,455,911 oz Ag
equivalents. A tremendous effort has been made on all parts and the previous recommendations have
been surpassed by a large margin. On the entire property six diamond drills rigs are continuing to
explore for and delineate new resources in the La Parrilla district.
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As said in the previous report (Sept. 6, 2006), although a lot of work has been accomplished, a lot more
exploration and development is required and recommended in order to increase the overall resources
and take full advantage of the present high silver prices caused by the growing deficit in world supplies
accompanied by a growing industrial demand. At the time of writing this report silver has recovered to
US$ 13.38 (Jan. 26, 2007).

In more detail and as mentioned before throughout the report and with six drills constantly running,
recommendations are suggested below per project. Several of these recommendations made previously
remain valid. In a way several of these recommendations appear redundant because while Rosarios is
preparing Level 9 to make drilling possible to deeper levels with shorter holes, several rigs have moved
to other hot spots within the large La Parrilla property or Unit. Some projects are on a back burner for
the time being, but others will be drilled off.

1. La Rosa Project

Many of the recommendations in the La Rosa area are equally valid in the Los Rosarios area. Some of
these recommendations have already been mentioned and are only reiterated for when the occasion to
drill comes back.

e Additional diamond drilling at depth is recommended below the present ddh’s in the La Rosa
area once they can be accessed from deeper level. For the time being less activity will occur in
this area.

¢ As mentioned before ddh’s LR-14, LR-15, and LR-16 represent a rather barren zone. May this
indicate that this is a transition zone toward the east to a fourth ore shoot? This zone may have to
be checked as well at depth in sulphides either to confirm sulphides at depth or a barren zone
which may help to better understand the behavior of ore shoots.

e Drilling toward the cast of ore shoot Nr. 3 the ground remains open. Several holes have already
been planned but not carried out. Further exploration is recommended toward the east int search
for an ore shoot Nr. 4 as mentioned. Beyond ddh LR-22 to the east the mineralization in the vein
structure is unknown both at depth and surface.

¢ With the forthcoming connection of Level 9 between the three ore shoots, drills can be set up to
explore for sulphide mineralization at greater depth resulting in shorter and cheaper holes.

¢ Development of lower levels in the third ore shoot, as well extending exploration and drilling
beyond the current “tiro” or shaft. From the current drilling it is apparent that within the ore shoot
Nr. 3 two smaller low grade zones exist.

2. Los Rosarios Project

Many of the comments for La Rosa are valid here as well.
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» Continuation of ramp development towards level 9 in order to access mineralization at the higher
levels.

e Rehabilitation of Level 9 in ore shoot Nr. 1 and extending the Level 9 into ore shoot 2 and
making cross cuts at regular intervals will help to upgrade inferred and indicated resources. After
careful study of the deep holes under Level 9 in both ore shoots, it may be worthwhile
considering even deeper ddh’s from cross cuts for fan drilling (three ddh’s).

3. La Blanca Project

The drill program for the La Blanca area has already been laid out. One question arises with regard to
the replacement mineralization and may be a topic for investigation. How far does this replacement
extend?

4. Oxide Project

No additional recommendation is made for the oxide project at this moment. The area seemed to be
drilled off.

5. San Marcos Vein System and Replacements

Recommended for the San Marcos mine is:

» Continued diamond drilling to the northwest following the main trend of the system towards the
San José area. For this most northwestern area no data are available.

¢ Additional diamond drilling is recommended under the mineralized drili indicated blocks such as
SM-03, SM-04, SM-10, SM-05 and SM-06.

» Take advantage of the non-economic but anomalous silver values in drill holes and ramps to
study, with the help of the appropriate trace elements from the Inspectorate and/or other
laboratories assay data bank, the more complex silver pattern in the San Marcos area as explained
above. Reference is made to such features as apparent pinching and swelling, alternation of low
and high silver values, or so called barren layers and economic layers.

Also to be observed and studied is the fault behavior, where best visible such as ramps and stopes.
Peculiar features were observed in a stope in San Marcos. Such observation as well as others may help
in order to develop a working exploration model in a system not as clear cut as the La Rosa/Los
Rosarios vein system

6. San Nicolas Area
Recommended at the moment for this area is the production of a good geological compilation map.

This are may become a hot spot when more data become available from the drilling in the
Quebradillas. At this moment no special recommendations are suggested.
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7. San José de los Muertos

At this time no special recommendations are suggested until the expected assay results have been
received and interpreted.

8. Quebradillas

A large diamond drilling program of at least 23 holes has been outlined for the Quebradillas area.
Other Recommendations

Other recommended exploration work would consist of the following work, and maybe in that order of
priority:

e Detailed geological survey of each area with emphasis on structure, strike of veins
including the tracing of the strike in order to help with the follow-up work.

e Diamond drilling as established adequately is the obvious and logical follow up approach.

e Geochemical survey (soils) on a grid pattern and silts apparently do not appear very
successful after the survey of the Creston area on the La Rosa drill grid. Moreover the vein
structures are already known. The only type of geochemical survey would be a detailed
lithological survey of lesser known areas.

Transfer of data and information

The hectic work at La Parrilla with six drills now running continuously, not mentioning other work,
makes the continuous flow of data a difficult task, especially when these data come from different
sources and suffer delays at the source due to overload in laboratories and other places. Continuous
efforts have been made and more can be made. In any case, the forthcoming installation of the Surpac
program in the three mine sites - La Parrilla, La Encantada, and San Martin - will streamline and
improve the flow of information soon.

Quality Control

The author is confident about the accuracy of the sample locations and the adequacy of the sampling
technique, as well as with regard to the taking of sample duplicates. The quality control has improved
very much but further improvement is possible and pecessary. The weakest link however remains with
the turnover time at the analytical laboratories because of overload at these sites. It can take up to two
months turn-over time in order to get assay results back for duplicate samples.

Resource calculation

For the sake of consistency, it is suggested to accept a certain price/unit for each commodity involved
and keep this price and avoid spot prices.
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company files on their websites acéessible by the public; 6f the Technical Réport.

Febryary 2, 2007 wewenay,
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APPENDIX A

LA PARRILLA, DURANGO

Photographs of the Mineralized Part of the Diamond Drill Core
on CD for the following projects:

1. Los Rosarios
2. La Blanca

3. Los Oxidos
4, San Marcos
5. San Nicolas

Note: the sequence from the core goes downward from the upper left towards the lower right corner,
When maore than one photo is required for the mineralization of a particular hole then
these photos are marked with the hole Nr. and letters. A readme.text is on the cd giving more details.

J. N. Helsen, Cons. Geologist, International Mineral Exploration Page 50
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FIRST MAJESTIC SILVER CORP.

Suite 1480 — 885 West Georgia Street r
Vancouver, B.C., Canada V6C 3E8 RECE] VED
Telephone: (604) 688-3033 Fax: (604) 601-2010 !
Toll Free: 1-866-520-2807 08 APR -2 A b v
Web site: www._firstmajestic.com; E-mail: info@firstmajestic.com .
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NEWS RELEASE

TSX Venture Exchange ~ FR February 1, 2007
Pink Sheets — FRMSF
Frankfurt — FMV (WKN: AOLHKJ)

FIRST MAJESTIC SILVER CORP. (FR-V) (the “Company”} is pleased to announce that Mr. Raymond L. Polman,
C.A., has been appointed to the position of Chief Financial Officer effective February 1st, 2007.

Mr. Poiman has over 20 years of public accounting and corporate finance experience in the Canadian and us
financial markets. Raymond has been a Chief Financial Officer for the past 10 years with a number of publicly
traded high technology companies, prior to which he served several years as the Director of Finance for Rescan
Environmental, a large privately owned company serving the global mining community. Mr. Polman has a Bachelor
of Science (Economics) Degree from the University of Victoria and he is a member of the Institute of Chartered
Accountants of British Columbia. Mr. Polman also brings several years of public accounting experience with
Deloitte & Touche.

The Company has experienced tremendous growth with the successful acquisition of two additional operating silver
mines during 2006. As the growth continues into the future, the importance of a CFO with strong systems and
controls knowledge brings a definite advantage in today's regulatory environment.

Keith Neumeyer, President & CEO, stated that “Ray's strengths in IT, systems controls and implementation will go
a long way in assuring First Majestic remains successful in its aggressive growth strategies. The Board of Directors
is pleased to welcome Ray to the Company’s management team. In his role, Ray will provide financial leadership
to our grawing accounting staff and will play an important role in the Company’s future plans.”

Subject to regulatory approval, the Company has granted incentive stock options to purchase up to 200,000
common shares in the capital stock of the Company, exercisable for a period of three years at an exercise price of
$5.50 per share. The incentive stock options are subject to vesting provisions.

First Majestic is a producing silver company focused in Mexico and is aggressively pursuing its business plan to
pecome a senior silver producer through the development of its existing assets and the pursuit through acquisition
of additional assets that contribute to achieving our corporate growth objectives.

FOR FURTHER INFORMATION contact info@firstmajestic.com, visit our website at www firstmajestic.com or call
our toll free number 1.866.529.2807.

FIRST MAJESTIC SILVER CORP.
“signed”
Keith Neumeyer, President

This press release includes certain "Forward-Looking Statemnents™ within the meaning of section 21E of the United States
Securities Exchange Act of 1934, as amended. All staternents, other than statements of historical fact, included herein, including
without fimitation, statements regarding polential mineralization and reserves, exploration results and future plans and objectives
of First Majestic Silver Corp. are forward-looking statements that involve various risks and uncertainties. There can be no
assurance that such statements will prove to be accurate and actual results and future events could differ materially from those
anticipated in such statements.

The TSX Venture Exchange has in no way passed upon the merits of the proposed transaction and the TSX Venture Exchange
does not accept responsibility for the adequacy or accuracy of this release.




Form 51-102F3
Material Change Report

item 1 Name and Address of Company
FIRST MAJESTIC SILVER CORP. (the “Company”)
1480 — 885 West Georgia Street
Vancouver, BC V6C 3E8 CANADA
Telephone:  604.688.3033
Facsimile: 604.601.2010
item 2 Date of Material Change
February 1, 2007

Item 3 News Release

The Company disseminated a press release through the services of Market News in
Vancouver, British Columbia.

item 4 Summary of Material Change
New CFO appointed.
Item 5 Full Description of Material Change

The Company announced that Mr. Raymond L. Polman, C.A., has been appointed to the
position of Chief Financial Officer effective February 1st, 2007.

Mr. Polman has over 20 years of public accounting and corporate finance experience in the
Canadian and US financial markets. Raymond has been a Chief Financial Officer for the past 10
years with a number of publicly traded high technology companies, prior to which he served
several years as the Director of Finance for Rescan Environmental, a large privately owned
company serving the global mining community. Mr. Polman has a Bachelor of Science
(Economics) Degree from the University of Victoria and he is a member of the Institute of
Chartered Accountants of British Columbia. Mr. Polman also brings several years of public
accounting experience with Deloitte & Touche.

The Company has experienced tremendous growth with the successful acquisition of two
additional operating silver mines during 2006. As the growth continues into the future, the
importance of a CFO with strong systems and controls knowledge brings a definite advantage in
today’s regulatory environment.

Keith Neumeyer, President & CEOQ, stated that “Ray’s strengths in IT, systems controls and
implementation will go a long way in assuring First Majestic remains successful in its aggressive
growth strategies. The Board of Directors is pleased to welcome Ray to the Company's
management team. In his role, Ray will provide financial leadership to our growing accounting
staff and will play an important role in the Company's future plans.”

Subject to regulatory approval, the Company has granted incentive stock options to purchase
up to 200,000 common shares in the capital stock of the Company, exercisable for a period of
three years at an exercise price of $5.50 per share. The incentive stock options are subject to
vesting provisions.




Item 6

item7

Item 8

{tem 9

2

Reliance on subsection 7.1(2) or {3) of National tnstrument 51-102
Not applicable

Omitted Information
Not applicable.

Executive Officer

Keith Neumeyer, President
Telephone: 604 688 3033  Facsimile: 604 601 2010

Date of Report

February 9, 2007
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NEWS RELEASE TOIPORATE FINARCE

TSX Venture Exchange — FR Fehruary 6, 2007
Pink Sheets - FRMSF

Frankfurt = FMY (WKN: AOLHKJ)

La Parrilla Silver Mine Update and new NI 43-101 Resource

FIRST MAJESTIC SILVER CORP. (FR-V) (the "Company") is pleased to announce an update regarding its
activities in Mexico at its flagship property, the La Panilla Silver Mine and the resource development drilling
presently underway. '

The La Parrilla Silver Mine is located about 1km from the village of San Juan de La Parrilla and 75km SE of

Durango, Mexico. Covering in excess of 3400 hectares, with excellent infrastructure, the mine is only 4km .

off of the main highway which links Durango and Zacatecas. Among the several large vein systems
included within the La Parrilla property boundaries, the Company is focusing on the La RosafLos Rosarios,
San Marcos, San José, San Nicolas, Vacas, Quebradilla, La Luz and Recuerdo structures.

To date, 126 diamond drill holes totalling 30,096 metres have been completed. Six drill rigs are operating
full time in the different regions within the property. The drill program was designed to develop additional
resources, explore known mineralized areas and assist in mining activity. An updated N 43-101 report has
been posted today on SEDAR (www.sedar.com). Due to the lag time between completion of each drill hole
and the receipt of results and preparation of reports, this updated NI 43-101 report covers only 100 of the
126 holes for a total of 23,702 metres. The total current resources are estimated as follows:

Total Silver QOuncas Silver
Resources Tonnes Grade Ag g/t | Grade Au gt ounces Equiv.
Indicated 1,800,465 282 0.13 14,488,459 20,859,348
Measured 66,835 274 0.05 589,815 596,563
Total
Measured+ 1,867,300 278 0.09 15,078,274 21,455,911
Indicated

A cut-off of 100 g/t Ag is used in all calculations of this report and the silver equivalent values are calculated
according to the following formula: Ag eqv. 0z = (Ag oz. + (Au 0z.*570/9.70)). The conservative prices of
US$570 for gold and US$9.70 for silver in the formula are based on quotations during the first week of
February, 2006 and used in the previous report (Helsen, dated March 27, 2006) and kept in the present
report for the sake of consistency. The calculation of Total Measured + Indicated Resources assume 100%
recoveries.

As a result of the ongoing encouraging drill program and the recent discovery of a number of new areas of
interest, the Company decided to acquire additional land through staking an additional two large land
blocks. One 18,466 hectare block of land encircling the original 3,424 hectare land package surrounding the
La Parrilla for a new total of 21,890 hectares, and a second adjacent land block of 31,347 hectares for a
new grand total of land held in the region of 53,237 hectares.
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Shareholders and interested parties are encouraged to view this very positive report updating the ongoing
activities at the La Parrilla Silver Mine. The report can be viewed at www.sedar.ca or www.firstmajestic.com.

The Company's Independent Qualified Person under the policies of National Instrument 43-101 responsible
for supervision at the La Parrilla Silver Mine and has authored the most recent qualifying report, is Dr. Jan
N. Helsen, Ph. D., P. Geo.

The Company is further pleased to report that the construction of the new 800 tpd mill at the La Parrilla is
complete. Construction began last year in May. The old mill has now been replaced by a newer and much
larger facility. Two different circuits have been installed: a 400 tpd cyanidation circuit and a 400 tpd flotation
circuit. Both circuits have now been commissioned and are in operation.

In addition to the activities at the La Parrilla Silver Mine; the Company is pleased to announce the purchase
of the nearby San Juan Silver Mine. This mine is part of the land package previously reported as the
Chalchihuites Group of Properties where drilling and development has been ongoing since early 2006. The
property consists of 10 mining claims totalling 204 hectares in the Chalchihuites area 50 kilometres away
from the La Parrilla. The purchase was made through the exercise of an option agreement signed in
October 2004. The final payment of US$650,000 was made on January 11, 2007.

The decision to exercise the option was based on the excellent results of the exploration and development
program which has included five diamond drill holes total of 1,892 meters and the development of a 168
meter ramp and 76 meters of direct drifting.

Over 2000 tonnes of sulphide ore has now been stockpiled from the San Juan Silver Mine for the purpose
of mixing at the La Parrilla mill.

First Majestic is a producing silver company focused in Mexico and is aggressively pursuing its business
plan to become a senior silver producer through the development of its existing assets and the pursuit
through acquisition of additional assets that contribute to achieving our corporate growth objectives.

FOR FURTHER INFORMATION contact info@firstmajestic.com, visit our website at www.firstmajestic.com
or call our toli free number 1.866.529.2807.

FIRST MAJESTIC SILVER CORP.
“signed”
Keith Neumeyer, President

This press release includes certain "Forward-Logking Statements™ within the meaning of section 21E of the United States Securities Exchange Act
of 1934, as amended. All statements, other than statements of historical fact, included herein, including without limitation, statements regarding
potential mineralization and reserves, exploration results and fulure plans and objectives of First Majestic Resource Corp. are forward-locking
stalements that involve various risks and uncertainties. There can be no assurance that such statements will prove to be accurale and actual results
and future events could differ materially from those anficipated in such statements.

The TSX Venture Exchange has in no way passed upon the merils of the proposed transaction and the TSX Venture Exchange does not accept
responsibility for the adequacy or accuracy of this release.




Form 51-102F3
Material Change Report

Item 1 Name and Address of Company

FIRST MAJESTIC SILVER CORP. {the “Company”)
1480 — 885 Wesl Georgia Street

Vancouver, BC V6C 3E8 CANADA

Telephone: 604.688.3033

Facsimile: 604.601.2010

Item 2 Date of Material Change

February 6, 2007
Item 3 News Release

The Company disseminated a press release through the services of Market News in Vancouver,
British Columbia.

Item 4 Summary of Material Change
La Parrilla Silver Mine Update and new NI 43-101 Resource.
Item 5 Full Description of Material Change

The Company announced an update regarding its activities in Mexico at its flagship property, the La
Parrilla Silver Mine and the resource development drilling presently underway.

The La Parrilla Sitver Mine is located about 1km from the village of San Juan de La Parrilla and 75km SE
of Durango, Mexico. Covering in excess of 3400 hectares, with excellent infrastructure, the mine is only
4km off of the main highway which links Durango and Zacatecas. Among the several large veln systems
included within the La Parrilla property boundaries, the Company is focusing on the La Rosallos
Rosarios, San Marcos, $San José, San Nicolas, Vacas, Quebradilla, La Luz and Recuerdo structures.

To date, 126 diamond drill holes totalling 30,096 metres have been completed. Six drill rigs are operating
full time in the different regions within the property. The drill program was designed to develop additional
resources, explore known mineralized areas and assist in mining activity. An updated NI 43-101 report
has been posted today on SEDAR (www.sedar.com). Due to the lag time between completion of each
drili hole and the receipt of results and preparation of reports, this updated NI 43-101 report covers only
100 of the 126 holes for a total of 23,702 metres. The lotal current resources are estimated as follows:

Resources Tonnes Grade Ag g/t | Grade Au git Tc:)tﬁlng‘g;er Oungcelﬁiillver
Indicated 1,800,465 282 0.13 14,488,459 20,859,348
Measured 66,835 274 0.05 589,815 596,563

Total

Measured+ 1,867,300 278 0.09 15,078,274 21,455,911

Indicated

A cut-off of 100 g/t Ag is used in all calculations of this report and the silver equivalent values are
calculated according to the following formula:  Ag eqv. oz = (Ag oz. + {Au 0z."570/9.70)). The
conservative prices of US$570 for gold and US$9.70 for silver in the formula are based on guotations
during the first week of February, 2006 and used in the previous report (Helsen, dated March 27, 2006}
and kept in the present report for the sake of consistency. The calculation of Total Measured + Indicated
Resources assume 100% recoveries.

As a result of the ongoing encouraging drill program and the recent discovery of a number of new areas
of interest, the Company decided to acquire additional land through staking an additional two large land




blocks. One 18,466 hectare block of tand encircling the original 3,424 hectare land package surrounding
the La Parrilla for a new total of 21,890 hectares, and a second adjacent land block of 31,347 heclares for
a new grand total of land held in the region of 63,237 hectares.

Shareholders and interested parties are encouraged to view this very positive report updating the ongoing
activiies at the La Partila Silver Mine. The repot can be viewed at www.sedar.ca or
www firstmajestic.com.

The Company's Independent Qualified Person ‘under the policies of National instrument 43-101
responsible for supervision at the La Parrilla Silver Mine and has authored the most recent qualifying
report, is Dr. Jan N. Helsen, Ph. D, P. Geo.

The Company is further pleased to report that the construction of the new 800 tpd mill at the La Parrilla is
complete. Construction began last year in May. The old mill has now been replaced by a newer and much
larger facility. Two different circuits have been installed: a 400 tpd cyanidation circuit and a 400 tpd
flotation circuit. Both circuits have now been commissioned and are in operation.

In addition to the activites at the La Parrilla Silver Mine; the Company is pleased to announce the
purchase of the nearby San Juan Silver Mine. This mine is part of the land package previously reported
as the Chalchihuites Group of Properties where drilling and development has been ongoing since early
2006. The property consists of 10 mining claims totalling 204 hectares in the Chalchihuites area 50
kilometres away from the La Parrilla. The purchase was made through the exercise of an option
agreement signed in October 2004. The final payment of US$650,000 was made on January 11, 2007.
The decision to exercise the option was based on the excellent results of the exploration and
development program which has included five diamond drili holes total of 1,892 meters and the
development of a 168 meter ramp and 76 meters of direct drifting.

Over 2000 tonnes of sulphide ore has now been stockpiled from the San Juan Silver Mine for the purpose
of mixing at the La Parrilla mill.

Item 6 Reliance on subsection 7.1(2) or (3) of National Instrument 51-102
Not applicable

item 7 Omitted Information
Not applicable.

Item 8 Executive Officer

Keith Neumeyer, President
Telephone: 604 688 3033 Facsimile; 604 601 2010

Item 9 Date of Report

February 9, 2007
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NEWS RELEASE

TSX Venture Exchange - FR February 7, 2007
Pink Sheets — FRMSF
Frankfurt — FMV (WKN: AOLHKJ)

GRANT OF STOCK OPTIONS

First Majestic Silver Corp. (FR.V) {the “Company”) announces that it has granted a total of
155,000 stock options to directors of the Company at a price of $5.00. The stock options are
exercisable for a period of five years. The granting of the stock options is subject to regulatory
approval.

First Majestic is a producing silver company focused in Mexico and is aggressively pursuing its
business plan to become a senior silver producer through the development of its existing assets
and the pursuit through acquisition of additional assets that contribute to achieving our corporate
growth objectives.

FOR FURTHER INFORMATION contact info@firstmajestic.com, visit our website at
www.firstmajestic.com or call our tolt free number 1.866.529.2807.

FIRST MAJESTIC SILVER CORP.
“signed”

Keith Neumeyer
President

This press release includes certain "Forward-Looking Staterents” within the meaning of section 21 E of the United
States Securities Exchange Act of 1934, as amended. All statements, other than statements of historical fact, included
herein, including without limitation, statements regarding potential mineralization and reserves, exploration results and
future plans and objectives of First Majestic Silver Corp. are forward-ooking statements that involve various risks and
uncertainties. There can be no assurance that such statements will prove to be accurate and actual results and future
events could differ materially from those anticipated in such statements.

The TSX Venture Exchange has in no way passed upon the merits of the proposed transaclion and the TSX Venture
Exchange does not accept responsibifity for the adequacy or accuracy of this release.




Form 51-102F3
Material Change Report

ltem 1 Name and Address of Company
FIRST MAJESTIC SILVER CORP. (the “Company”)
1480 — 885 West Georgia Street
Vancouver, BC V6C 3E8 CANADA
Telephone:  604.688.3033
Facsimile: 604.601.2010
Item 2 Date of Material Change
February 7, 2007

Item 3 News Release

The Company disseminated a press release through the services of Market News in
Vancouver, British Columbia.

item 4 Summary of Material Change
Grant of Stock Options.
Item 5 Full Description of Material Change

The Company announced that it has granted a total of 155,000 stock options to directors of the
Company at a price of $5.00. The stock options are exercisable for a period of five years. The
granting of the stock options is subject to regulatory approval.
Item 6 Reliance on subsection 7.1(2) or (3} of Nationa! Instrument 51-102

Not applicable
ltem 7 Omitted Information

Not applicable.

Item8 Executive Officer

Keith Neumeyer, President
Telephone: 604 688 3033  Facsimile: 604 601 2010

item 9 Date of Report

February 9, 2007
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FIRST MAJESTIC SILVER CORP.

{(FORMERLY FIRST MAJESTIC RESOURCE CORP.)

RESTATED CONSOLIDATED BALANCE SHEETS

AS AT SEPTEMBER 30, 2006 (UNAUDITED) AND JUNE 30, 2006

September 30, 2006 June 30, 2006

$ $
ASSETS
CURRENT ASSETS
Cash and cash equivalenis 8,768,006 16,571,788
Accounts receivable and advances 5,038,843 3,357,157
Unrealized gain on derivative instruments 119,586 50,752
Silver futures contract deposits 1,148,677 930,018
Inventory (Note 4} 1,085,122 1,019,608
Prepaid expenses 200,371 164,648
16,371,605 22,093,971
MINERAL PROPERTY INTERESTS (Notes 5, 6 and 7) 125,956,529 81,753,787
PROPERTY, PLANT AND EQUIPMENT (Note 9) 12,368,802 8,827,115
154,696,936 112,674,873
LIABILITIES
CURRENT LIABILITIES
Accounts payable and accrued liabilities 4,168,092 4,492,232
Current portion of long-term vendor liability (Note 6) 13,341,380 13,341,380
Current portion of Arrangement liability (Note 7) 20,404 979 -
Employee profit sharing payable 260,698 239,816
Income taxes payable 820,910 566,997
38,996,059 18,740,425
LONG TERM VENDCR LIABILITY {Note 6) 13,341,380 13,341,380
LONG TERM ARRANGEMENT LIABILITY (Note 7) 1,679,862 -
FUTURE INCOME TAXES 33,859,165 21,158,636
OTHER LONG TERM LIABILITIES 1,384,249 1,208,302
ASSET RETIREMENT OBLIGATION 2,449,706 2,238,523
91,710,521 56,687,266
NON-CONTROLLING INTEREST - 2,077,940
SHAREHOLDERS' EQUITY
SHARE CAPITAL {Note 10} 78,496,737 43,780,469
SPECIAL WARRANTS {Note 10) - 25,524,894
CONTRIBUTED SURPLUS (Note 11) 7,352,593 4,272,294
CUMULATIVE TRANSLATION ADJUSTMENT 345,304 {154,205)
DEFICIT (23,208,219) (19,513,785)
62,986,415 53,909,667
154,696,936 112,674,873
CONTINUING OPERATIONS (Noate 1)
BASIS OF PRESENTATION AND RESTATEMENT (Note 2)
APPROVED BY THE BOARD OF DIRECTCRS
“Keith Neumeyer" Director “Douglas Penrose” Director

The accompanying notes are an integral part of these consolidated financial statements.




FIRST MAJESTIC SILVER CORP.

(FORMERLY FIRST MAJESTIC RESOURCE CORP.)

RESTATED CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICIT

FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 AND 2005 (UNAUDITED)

Three Months ended September 30,

2006 2005
$ $
REVENUE
Sales 461656813 277,586
Costofsales {excluding accretion of the asset
retirement obligation, depreciation and depletion) 3,197,200 462,085
1,419,481 {184,499)
EXPENSES
Accounting and administration senices 407,040 23,542
Accretion of reclamation obligation 36,035 14,438
Audit and other professional fees 120,583 69,621
Corporate development 141,552 54,944
Depletion 1,488,350 90,231
Depreciation 327,743 49,623
Directors’ fees 14,551 .
Property investigation 505 1,465
Interest expense 399,145 -
Investor relations 6,383 12,250
Legal 26,808 22,832
Management fees 45,253 35,398
Office and other 126,918 28,981
Printing and stationery 9,206 3,270
Regulatory 1,683 -
Rent 43,781 40,930
Sataries and benefits 121,956 24,946
Stock-based compensation 158,289 -
Transfer agent fees 8,821 1,129
Travel 70,46% 87,662
Wiite-down of mineral property interests (Note 5) 2,086,258 -
5,651,329 561,262
LOSS BEFORE OTHER ITEMS (4,231,848) (745,761}
OTHER ITEMS
interest and other income 374,503 16,733
Foreign exchange {loss) gain {110,593) 40,114
263,910 56,847
LOSS BEFORE INCOME TAXES {3,967,938) (688,914)
INCOME TAX (EXPENSE) RECOVERY
Cumrent {33,679) -
Future 307,183 -
273,504 -
NET LOSS FOR THE PERICD {1,694,434) (688,314)
DERCIT - BEGINNING OF THE PERIOD 19,513,785 13,847,899
DEACIT - END OF THE PERIOD 23,208,219 14,536,813
BASIC AND DILUTED LOSS PER COMMON SHARE {0.09) (0.03)
WEIGHTED AVERAGE SHARES OUTSTANDING 40,606,369 23,459 445

The accompanying notes are an integral part of these consolidated financial statements.




FIRST MAJESTIC SILVER CORP.

{FORMERLY FIRST MAJESTIC RESOURCE CORP.)

RESTATED CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 AND 2005 (UNAUDITED)

Three Months ended September 30,

2006 2005
$ $
OPERATING ACTIVITIES
Net loss for the period (3.694,434) (688,914)
Adjustment for items not affecting cash
Depletion ' 1,498,350 90,231
Depreciation 327,743 49,623
Stock-based compensation 158,289 -
Accretion of reclamation obligation 36,035 14,438
Write-down of mineral property interests 2,086,258 -
Future income taxes (307,183} -
Unrealized foreign exchange 66,275 {61,458)
Unrealized gain on derivative instruments (68,834) C-
102,499 (596,080)
Met change in non-cash working capital items
Increase in accounts receivable and advances (1,681,686} (22,221)
{Increase} decrease in inventory (75,514} 3ar.9e1o
Increase in prepaid expenses {35,723) -
{Decrease) increase in accounts payable and accrued liabilities {358,675) 146,308
Increase in employee profit sharing payable 20,882 -
Increase in taxes payable 153,913 -
{1,872,304) {434,083)
INVESTING ACTIVITIES
Acquisition of First Sitvar Reserve Inc. less cash acquired (Note 7} (1,391,550) -
Increasa in silver futures contract deposits {219,659) -
Additions to ptant and equipment 2,989,992} (1.339)
Expenditures on mineral property Intorests (1,831,988} {998,331}
{6,433,189) (999,670)
FINANCING ACTIVITIES
Issuance of common shares and subscriptions, net of issue costs 501,711 805,167
501,711 805,167
DECREASE IN CASH AND CASH EQUIVALENTS (7.803,782) {628,5386)
CASH AND CASH EQUIVALENTS - BEGINNING OF PERIQD 16,571,788 3,404,723
CASH AND CASH EQUIVALENTS - END OF PERIOD 8,768,006 2,776,137
CASH AND CASH EQUIVALENTS IS COMPRISED OF:
Cash 5,156,150 088,137
Term deposits 3,611,856 1,788,000
8,768,006 2,776,137
NON CASH INVESTING AND FINANCING ACTIVITIES:
Current portion of First Silver Arrangament liability {Note 7) 20,404,979 -
Long term portion of First Silver Arrangement liability (Note 7) 1,679,962 -
Shares issued for First Silver Arrangement (Note 7) - 11,134,038 -
Conversion of special warrants to common shares 25,524,894 -
Contributed surplus for warrants issued 2,607,000 -
Contributed surplus for First Majestic eptions issued for
First Sitver options (Note 7) 173,250 -
Transfer of contributed surplus to common shares for options exercised 26,700 64,600

The accompanying noles are an integra! pant of these consolidated financial statements.




FIRST MAJESTIC SILVER CORP.

{(FORMERLY FIRST MAJESTIC RESOURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

1. CONTINUING OPERATIONS

First Majestic Silver Corp. (the “Company” or “First Majestic”) is in the business of the production,
development, exploration and acquisition of mineral properties focusing on silver in Mexico. The
Company trades on the TSX Venture Exchange under the symbol “FR”.

These interim consolidated financial statements have been prepared on a going concem basis, which
assumes the realization of assets and satisfaction of liabilities in the normal course of business.
During the three months ended September 30, 2006, the Company recorded a netloss of $3,694,434
(2005 - $688,914) and at September 30, 2006 the Company had a working capital deficiency of
$22,624,454. Subsequent to the period end, the Company completed a non-brokered private
placement consisting of 4,429,250 units at a price of $3.60 per unit for gross proceeds of $15,945,300
(see Note 17(c}).

Under the terms of the Arrangement described below in Note 7, the Company could be obligated to
make cash payments to a maximum amount of $18.6 million in the event that the remaining
shareholders of First Silver Reserve Inc. (“First Silver”) elect the cash option pursuant to a share
purchase offer. Up to $9.3 million of this balance would be paid or payable by December 13, 2006
with the balance payable in two equal installments on September 14, 2007 and September 14, 2008,
respectively.

The Company's ability to continue as a going concern in the longer term is dependent on the
Company’s ability to raise equity or other financing as required and ultimately its ability to achieve
profitable operations. These financial statements do not include any adjustments to the amount and
classification of recorded assets and liabilities that might be necessary, should the Company be
unable to continue as a going concem.

2. BASIS OF PRESENTATION AND RESTATEMENT

These unaudited interim consolidated financial statements have been prepared by the Company in
accordance with Canadian generally accepted accounting principles (“GAAP”} with respect to the
preparation of interim financial information. Accordingly, they do not include all the information and
disclosures required by Canadian GAAP in the preparation of annual financial statements. Certain
information and footnote disclosure normally included in consolidated financial statements prepared in
according with GAAP have been omitted. The accounting policies used in preparation of the
accompanying unaudited interim consolidated financial statements are the same as those described
in our most recent annual consolidated financial statements. In the opinion of management, all
adjustments of a narmal recurring nature necessary for a fair presentation have been included. The
results for interim periods are not necessarily indicative of results for the entire year. These interim
financial statements should be read in conjunction with the Company's latest audited consolidated
financial statements for the year ended June 30, 2006.

The Company and its wholly owned subsidiaries, First Majestic Resources Mexico, S.A. de C.V.
(“FMR Mexico™), First Sitver and Mineral El Pilon S.A. de C.V. {“El Pilon"), are collectively referred to
as the “Company”.



FIRST MAJESTIC SILVER CORP.

{FORMERLY FIRST MAJESTIC RESOURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

2. BASIS OF PRESENTATION AND RESTATEMENT (continued)

Subsequent to the original filing of the Company's unaudited interim consolidated financial statements
for the period ended September 30, 2006, the Company determined that the following errors had been
made:
+ the calcutation of depletion of preducing mineral properties;
« the determination of the purchase price allocation relating 1o the 36.25% of First
Silver (Note 7);
s the balance sheet classification of the Arrangement liability (described in Note 7);
and
+ the classification of certain items in the consolidated statements of cash flows which
represented non-cash items rather than cash flows.

The Arrangement liability in the amount of $20,404,97% (see Note 7) has been reclassified to current
liabilities as of September 30, 2006, on the basis that on that date the sharehoclders of First Silver had
an option to elect to receive either cash or shares in satisfaction of the liability, and therefore itis more
appropriate to classify the obligation as a liability rather than as an equity instrument. Subsequent to
the date of filing of the original interim financial statements for the three months ended September 30,
2006, only a small portion of the eligible First Silver shareholders elected to receive cash with the
effect that $18,849,634 of the liability was or will be satisfied through the issuance of common shares,
and only $1,555,345 was or will be satisfied through the payment of cash. Although the
reclassification results in a negative working capital deficit in the amount of $22,624,454 the ultimate
resolution of the Arrangement liability resulted in an issuance of shares valued at $18,849,634 and the
remaining $1,555,345 through a decline in the Company’s cash resources due to the significant
number of First Silver shareholders who elected to receive shares rather than cash (also see Note
17(d)).

These errors have been corrected in these restated interim financial statements as follows:




FIRST MAJESTIC SILVER CORP.

(FORMERLY FIRST MAJESTIC RESOURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

2. BASIS OF PRESENTATION AND RESTATEMENT (continued)

A. Statement of Operations and Deficit
Depletion
Loss before income taxes
Future income tax recovery
Net loss for the period
Deficlt, end of period
Basic and diluted loss per common share

B. Balance Sheet
Minera! property interests
Property, plant and equipment
Total assets
Future income taxes
Current portion of Arrangement liability
Total liabilities
Shareholders’ equity
Share capital to be issued

C. Statement of Cash Flows
(i} Operating Activities
Cash used in operating activities
(it Investing Activities
Additions to plant ang equipment
Expenditures on mineral properties
Acquisition of First Silver Reserve Inc. less cash acquired
Cash used in investing aclivilies
(fiiy Financing Activities
Issuance of commen shares and subscriptions,
net of issue costs
Issuance of common shares to be issued
1ssuance of special warrants, net of issue costs
Other cash liabilities
Arrangement liability
Cash from financing aclivities

As originally reported As restated
3,604,267 1,498,350
(6,073,885) (3,967,938)
917,898 307,183
{5.189,636) {3,694,434)
24,703,421 23,208,219
(0.13) (0.09)
120,448,173 125,956,529
11,489,364 12,368,802
148,309,142 154,696,936
28,866,573 33,859,165
5,039,885 20,404,979
71,452,835 91,710,521
76,856,308 62,986,415
15,365,004 -
{1.795,451) (1,872,304)
(5,076,250} (2,589,992)
{35,086,694) (1,831,088}
- (1,391,550)
(40,382,603) (6.433,189)
34,716,268 501,711
15,365,094 -
{25,524,894) -
175,947 -
6,719,847 -
34,374,272 501,711




FIRST MAJESTIC SILVER CORP.

(FORMERLY FIRST MAJESTIC RESOURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 {UNAUDITED)

3. SILVER FUTURES CONTRACTS

At September 30, 2006, the Company had futures contracts for the receipt of 85,000 ounces of silver
in December 2006 at a price of US$12.80 per ounce {June 30, 2006 — US $10.38 per ounce). In
connection with these contracts, the Company provided deposits of $1,149,677 {June 30, 2006 -
$930,018). The fair value of these contracts at September 30, 2006 is $119,586 (June 30, 2006 -
$50,752).

4, INVENTORIES

Inventories consist of the following:

September 30, 2006 June 30, 2006
$ $
Finished product 10,698 7.129
Ore in process 181,993 187,729
Materials and supplies 902,431 824,750
1,095,122 1,019,608

5. MINERAL PROPERTY INTERESTS

Expenditures, net of depletion, incurred on mineral property interests are as follows:

September 30, 2006 June 30, 2006
Deferred Deferred
Acquisition Exploration Acquisition Exploration
Costs Costs Total Costs Costs Costs Total Costs
$ $ $ $ 3 ]
MEXICO
Producing propertios
La Parilla (a) 4,591,282 1,145,712 5,736,994 3,384,535 1,225,156 4,609,691
San Martin () ™ 114,897,530 - 114,997,530 70,675,804 - 70,675,894
119,588,812 1,145,712 120,734,524 74,060,429 1,225,156 75,285,585
Exploration properties
Chalchihuites (c} 2,601,571 926,609 3,528,180 2,345,459 613,978 2,959,43¢
Dios Padre (f) - - - 1,136,239 5687.117 1,703,356
Candamena (d) 1,522,137 164,550 4,686,687 1,522,137 92,725 1,614,862
La Candetaria {f) - - - 106,423 84,124 190,547
Quitaboca (e) ™ - 2,012 2,012 - . -
La Encantada - 5,128 5,126 - - -
4,123,708 1,098,297 5,222,005 5,110,258 1,357,944 6,468,202
123,712,520 2,244,009 125,956,529 79,170,687 2,583,100 81,753,787

{1)  Forproperties held by First Silver, alt amounts are aggregated into acquisition costs. No part of the purchase price was
allocated to the Quitaboca property.

{2) See Note 8 — Acquisition of Desmin SA.deC.V.

Details of expenditures by nature and property are summarized in Schedule “A” — Consolidated
Summary of Mineral Property Interest to these financial statements.




FIRST MAJESTIC SILVER CORP.

{(FORMERLY FIRST MAJESTIC RESOURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

5. MINERAL PROPERTY INTERESTS {continued)

(@)

(b)

(c)

La Parrilla Silver Mine, Durango

The La Parrilla Silver Mine is located approximately 65 kilometres southeast of the city of
Durango, Mexico and includes mining equipment, a processing mill, and mining concessions
covering an area of 280 heclares. The La Parmilla Mine began commercial silver production
in October 2004,

In September 2005, the Company acquired a 100% interest in mineral claims known as the
La Encarnacicn and San Ignacio Dos mining claims at La Parrilla, Durango, Mexico.

In August 2006, the Company entered into three agreements 1o acquire the Quebradillas and
Viboras Silver Mines and a contiguous land package of 3,126 hectares of mining concessions
located in the La Parrilla Mining District in Durango State, Mexico. The Company has the
right to purchase ali the mining concessions, the mines, the data of past diamond drill
programs and the assets located within the mine areas for a total purchase price of
US$3,000,000 payable over a period of two years. In addition to these payments, the
agreements call for a royalty payment of 1.5% NSR with a maximum of US$2,500,000. The
Company has the option to purchase the royaity at any time for US$2,000,000.

San Martin Silver Mine, Jalisco State

The San Martin Silver Mine, tocated near the town of San Martin de Bolahos in Northern
Jalisco State, Mexico, comprises approximately 7,241 hectares of mineral rights and
approximately 1,300 hectares of surface land surrounding the mine and another 104 hectares
of land at the mill site. The Company owns 100% of the San Martin Silver Mine, a producing
mining property.

Chalchihuites Group Properties, Zacalecas

In March, 2004, the Company entered into seven option agreements for the acquisition of
mining concessions comprising approximately 195 hectares in the Chalchihuites area for a
total purchase price of US$1,500,000 payable over a three year period and a requirement to
incur a combined US$500,000 of expenditures on the properties over a three year period.

On June 8, 2004, the Company entered into an option agreement to purchase five mining
concessions and one mining exploration concession located in Chalchihuites, Zacatecas,
Mexico in consideration of cash payments in the aggregate amount of US$4,000,000 payable
over a three year period to June 8, 2007 and incurring a total of US$500,000 of expenditures
on the property over the same three year period, of which US$150,000 is to be spent within
six months of the date of the agreement {completed).

On July 7, 2004, the Company entered into an option agreement to acquire ten additional
concessions comprising of 204 hectares adjoining the north-west boundary of the land
package. The purchase consideration is US$1,650,000 payable over a three year period.

On August 29, 2005, the Company entered into an assignment agreement to acquire the La
Esperanza and the San Rafael mining concessions comprising approximately 29 hectares in
the Chalchihuites area for a total purchase price of US$175,000 payable over a three year
period.




FIRST MAJESTIC SILVER CORP.

(FORMERLY FIRST MAJESTIC RESOURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

5. MINERAL PROPERTY INTERESTS (continued)
(c) Chalchihuites Group Properties, Zacatecas {continued)

The above amounts are paid and committed as follows:

US$ 12,500 March 26, 2004
100,000 June 8, 2004
10,000 July 7, 2004
15,000 September 26, 2004
100,000 December 8, 2004
20,000 January 7, 2005
22,500 March 26, 2005
300,000 June 8, 2005
220,000 July 7, 2005
10,000 August 31, 2005
250,000 September 26, 2005
500,000 December 8, 2005
250,000 January 7, 2006
20,000 March 1, 2006
450,000 March 26, 2006
500,000 June 8, 2006
500,000 July 7, 2006
20,000 September 1, 2006
130,000 September 26, 2006
Uss 3,430,000 Paid
500,000 December 8, 2006
500,000 January 7, 2007
30,000 March 1, 2007
130,000 March 26, 2007
2,000,000 June 8, 2007
150,000 July 7, 2007
30,000 September 1, 2007
___ 65000 March 1, 2008
uUs$ 3,405,000 Commitments

us$ 6.835,000 Total

A finder's fee in the aggregate of US$268,503 (2005 - US$303,750) is payable to a director of
the Company, only in the event that all of the option agreements are exercised. The finder's
fee will be recorded in the event that the option agreements are exercised.




FIRST MAJESTIC SILVER CORP.

(FORMERLY FIRST MAJESTIC RESOURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

5. MINERAL PROPERTY INTERESTS (continued)
(d) Candamefia Mining District Property, Chihuahua

In December 2004, the Company signed two option agreements for the purchase of the
Candamefia Mining District Property (“Candamefia’), located in the eastern Sierra Madre
Mountain range about midway between Hermosillo and Chihuahua in east central Sonora
Mexico. The purchase includes all properties, assets and equipment and all mining
concessions consisting of 5,215 hectares.

The Company agreed to pay US$7,000,000 over a four year period for the purchase of 4,602
hectares including the Nuevo Dolores, La Blanca and La Verde areas and all of the assets
and the flotation mill located on the property. In addition, a 1% NSR is payable up to a
maximum of US$4,000,000. )

The Company has also agreed to pay US$600,000 over a four year period for the purchase
of 613 hectares including the La Prieta mine.

The above amounts are paid and committed as follows:

us$ 150,000 November 22, 2004
50,000 February 22, 2005
150,000 May 22, 2005
175,000 November 22, 2005
250.000 May 22, 2006
Uss 775,000 Paid
250,000 November 22, 2006
350,000 May 22, 2007
1,275,000 November 22, 2007
1,575,000 May 22, 2008
3,375,000 November 22, 2008
us$ 6,825,000 Commitments
USs$ 1,600,000 Total

The Company is currently negotiating an extension of the U$$250,000 cption payment due
November 22, 2006 on the Candamefia Property. The payment is subject to the results of
the diamond drill program that it is currently underway.

10




FIRST MAJESTIC SILVER CORP.

(FORMERLY FIRST MAJESTIC RESOURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

5. MINERAL PROPERTY INTERESTS (continued)

(e}

f

Quitaboca Claims, Sinaloa, Mexico

On November 25, 2004, the Company entered into an option agreement with Consorcio
Minero Latinamericano, S.A. de C.V. ("Consorcio”), a private Mexican company owned by a
former director of First Silver, for the purchase of a 100% interest in seven mining claims (the
“Quitaboca Claims") located in the State of Sinaloa, Mexico. To purchase the claims, the
Company must pay a total of US$2,500,000 in staged cash payments by November 25, 2010.
A 2.5% NSR on the claims may be purchased for US$500,000 during the term of the
agreement or for a period of 12 months thereafter.

The above amounts are paid and committed as follows:

uss 20,000 November 25, 2004
30,000 May 25, 2005
50,000 November 25, 2005
75,000 May 25, 2006
Uss 175,000 Paid
100,000 November 25, 2006
125,000 May 25, 2007
150,000 November 25, 2007
175,000 May 25, 2008
200,000 November 25, 2008
250,000 May 25, 2009
275,000 November 25, 2009
500,000 May 25, 2010
550,000 November 25, 2010
UsS$ 2,325,000 Commitments
us$ 2,500,000 Total
Properties Written Off

In November, 2006, management elected not to proceed with the acquisitions of the Dios
Padre Silver Project and the La Candelaria Silver Project. Accordingly, management has
written off the historical investments in these properties totalling $1,895,107 and $191,151,
respectively, as at September 30, 20086.
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FIRST MAJESTIC SILVER CORP.

(FORMERLY FIRST MAJESTIC RESOURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

6. ACQUISITION OF FIRST SILVER RESERVE INC.

First Majestic entered into an irrevocable share purchase agreement dated for reference April 3, 2006
to purchase approximately 63% of the issued and outstanding shares of First Silver from the major
shareholder of First Silver (the “Shareholder”). First Silver's primary business is silver mining and the
acquisition, exploration and development of mineral claims with a primary focus on silver properties in
Mexico. First Silver's wholly owned subsidiary, El Pilon, is the sole owner of the San Martin Silver
Mine in Jalisco State, Mexico.

First Majestic purchased 24,649,200 common shares of First Sitver (the *Acquisition”} at a price of
$2.165 per share for an aggregate purchase price of $53,365,519 payable to the Shareholderin three
installments.

The first installment of $26,682,759 represented 50% of the purchase price and was paid on closing
of the Acquisition on May 30, 2006. Two additional installments of $13,341,380, each representing
25% of the purchase price, are payable on each of the first and second anniversaries of the closing of
the Acquisition. An interest amount of 6% per annum is payable quarterly on the two outstanding
payments due after closing.

The Shareholder has also agreed to sell 3,700,000 common shares of First Silver to First Majestic on
the same terms set out above if those shares are awarded to the Shareholder in a currently
outstanding legal dispute.

The Acquisition has been accounted for using the purchase method with First Majestic identified as
the acquirer and the business acquired recorded at estimated fair value and the results of operations
of First Silver have been consolidated with the operations of the Company with effect from June 1,
2006.

The prefiminary allocation of the purchase price to the assets acquired and liabilities assumed, based
on the 63.75% of First Silver acquired, is as follows:

Allocation of purchase price

Net working capital 3 5,333,614
Property, plant and equipment 2,534,571
Mineral property interests:
Proven and probable mineral reserves $ 13,785,004
Value of mineral resources beyond proven and probable 58,105,050
) 71,890,054 71,890,054
Future income taxes (21,516,178}
Asset retirement obligations {1,140,520)
Other long-term liabilities {1,286,788)
Non-controlling interest (2,226,893)

5 53567860

p———"

Consideration:

Cash on closing 26,682,760
Short-term vendor hiability 13,341,380
Long-term vendor liability 13,341,380
Other cosls incurred relating to the Acquisition 222,340

5 53,567,860
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FIRST MAJESTIC SILVER CORP.

{(FORMERLY FIRST MAJESTIC RESOURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

6. ACQUISITION OF FIRST SILVER RESERVE INC. (continued)

The preliminary determination of the fair value of the First Silver assets and liabilities acquired is
based on management’s best estimate at the date of these financial statements. The Company has
not completed its-assessment of the fair value of the assets acquired which includes obtaining
independent valuations for certain assets and liabilities and it expects to complete the process and
finalize its estimates prior to December 31, 2006. Any changes to the preliminary allocation of fair
value of the First Silver net assets acquired will be recorded in the period they are determined.

7. PLAN OF ARRANGEMENT WITH FIRST SILVER RESERVE INC.

On June 5, 2006, First Majestic and First Silver entered into a letter agreement whereby the parties
agreed to enter into a business combination such that First Majestic would acquire 36.25% of the
outstanding securities of First Sitver which were not already owned by First Majestic and First Silver
would become a wholly owned subsidiary of First Majestic. Under the arrangement (the
“Arrangement”), First Majestic will acquire all of the issued and outstanding First Silver shares whichiit
does not already own in consideration for either: (i) the issuance of one common share of First
Majestic for each two First Silver shares acquired; or (ii) a cash payment in the amount of $2.165 per
First Silver share payable on the basis of 50% upon the completion of the Arrangement and the
balance payable in two equal instaliments on the first and second anniversaries of the date of closing
of the Arrangement, with interest payable quarterly and compounded annually at 6.0% per annum on
the unpaid batlances from the closing of the Arrangement.

The Arrangement was approved at a special meeting of shareholders of First Silver on September 7,
2006 and closed on September 14, 2006.

At closing, 12,500 stock options exercisable at a price of $3.28 per share expiring on June 13, 2009
and 550,000 stock options exercisable at a price of $4.30 per share expiring on June 19, 2011 were
granted in exchange for 25,000 stock options of First Silver exercisable at a price of $1.64 per share
expiring on June 13, 2009 and 1,100,000 stock options of First Silver exercisable at a price of $2.15
per share expiring on June 19, 2011. The stock options were fair valued at $693,000 using the Black-
Scholes Option Pricing Model (assumptions include a risk free rate of 4.02%, estimated volatility of
67.92%, expected life of 2 to 3 years and expected dividend yield of 0%). Of this amount, $173,250
was credited to contributed surplus and formed part of the purchase price allocation and $519,750
has been recorded as deferred compensation and will be credited to contributed surplus in future
periods as the related stock options vest.

The common shares of First Silver were delisted from the Toronto Stock Exchange at the close of
business on September 18, 2006. '

The Arrangement was accounted for using the purchase method with shares of First Majestic issued
as partial consideration valued at $4.85 per share based on the average share price for the two days
before and after the announcement date.

The former shareholders of First Silver have untit December 13, 2006 to deposit their completed
Letters of Transmittal and elect to receive either cash or shares of First Majestic on such terms as
further described herein, after which time the former shareholders of First Silver shall only be entitled
to receive shares of First Majestic. See Nole 17(d). Any certificate formerly representing First Silver
shares not duly surrendered on or prior to September 14, 2012 shall cease to represent a claim or
interest of any kind or nature, including a claim for dividends or other distributions against First
Majestic or First Silver by a former First Silver shareholder. After such date, all First Majestic shares to
which the former First Silver sharehclder was entitled shall be deemed to have been cancelled.
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FIRST MAJESTIC SILVER CORP.

{FORMERLY FIRST MAJESTIC RESOURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 {UNAUDITED)

7. PLAN OF ARRANGEMENT WITH FIRST SILVER RESERVE INC. (continued)

Based on the terms of the Arrangement, management has estimated that the majority of the former
First Silver shareholders will elect to receive First Majestic shares and as a result, the consideration
for the fair vatue of the 36.25% of First Silver assets and liabilities acquired has been recorded on the
basis that 70% of the former First Silver sharehclders will elect to receive First Majestic shares and
30% of the former First Silver shareholders will elect to receive cash.

The preliminary determination and allocation of the purchase price to the assets acquired and
liabilities assumed, of the remaining 36.25% of First Silver acquired, is as follows:

Allocation of purchase price

Net working capital $ 1,636,781
Property, plant and equipment 994..459
Mineral property interests:
Proven and probable mineral reserves $ 8,082,133
Value of mineral resources beyond proven and probable 36,021,591
44,103,724 44,103,724
Future income taxes {14,234,763)
Asset retirement obligations {413,439)
Other long-term liabilities {466,461)
Subtotal 31,620,301
Non-controlling interest acquired 2,071,921
Consideration:
Cash paid 41,135
issuance of shares 11,302,498
Short-term Arrangement liability - cash and/or shares 20,404,979
Long-term Arrangement liability - cash 1,679,962
Fair value of options vested 173,25¢
Other costs incurred relating to the Arrangement 90,398

S 33,602,202

The Company has not completed its assessment of the fair value of these assets which includes
obtaining independent valuations for certain assets and liabilities and it expects to complete the
process and finalize its estimates prior to December 31, 2006. Any changes to the eslimate of the
consideration paid and the preliminary allocation of fair value of the First Silver net assets acquired
will be recorded in the period they are determined.

The Arrangement liability in the amount of $20,404,979 has been reclassified to current liabilities as of
September 30, 20086, on the basis that on that date the shareholders of First Silver had an option to
elect to receive either cash or shares in satisfaction of the liability, and therefore itis more appropriate
to classify the obligation as a liability rather than as an equity instrument. Subsequent to the date of
filing of the original interim financial statements for the three months ended September 30, 2006, only
a small portion of the eligible First Silver shareholders elected to receive cash with the effect that
$18,849,634 of the liability was or will be satisfied through the issuance of common shares, and only
$1,555,345 was or will be salisfied through the payment of cash. Althaugh the reclassification results
in a negative working capital deficit in the amount of $22,624,454 the ullimate resolution of the
Arrangement liability resulted in an issuance of shares vatued at $18,849,634 and the remaining
$1,555,345 through a decline in the Company’s cash resources due to the significant number of First
Silver shareholders who elected to receive shares rather than cash (also see Note 17(d)).
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FIRST MAJESTIC SILVER CORP.

(FORMERLY FIRST MAJESTIC RESOURCE CORP.}

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

B.

ACQUISITION OF DESMIN S.A.DE C.V.

In August 2006, the Company signed a letter agreement to acquire 100% of the issued and
outstanding shares of Desmin S.A. de C. V. (“Desmin’), a privately held Mexican mining company.
The Company will pay US$1.5 million over a six-month period for all the issued and outstanding
shares of Desmin, resutling in Desmin becoming a wholly owned subsidiary of the Company. The
agreement is subject to regulatory approval.

Desmin’s primary asset is an exploitation contract with Industrias Pefioles, S.A. de C.V. (*Pefioles”)
which covers the operation of La Encantada Silver Mine located at the Coahuila State in Mexico. The
exploitation contract between Desmin and Pefioles gives Desmin the right to all properties within the
700 hectare land package, including the operations of the mine and mill and all the auxiliary
installations and associated equipment. In addition, Desmin has an agreement with Peiioles to
purchase the La Encantada Silver Mine, including the mill and surrounding mining claims.

PROPERTY, PLANT AND EQUIPMENT

Details of property, plant and equipment are as follows:

September 30, 2008 June 30, 2008
Accumulated Net Book Accumutated Not Book
Cost Depreciation Value Cost Depreciation Valuo
$ $ $ $ $ $
La Parilla Sitlver Mine 9,940,252 366,511 9,573,741 6,437,069 318,214 6,118,855
San Martin Silver Mine 2,817,105 89,440 2,727,685 2714773 22,220 2,692,553
Other 90,120 22,724 67,396 34,236 18,529 15,707
12,847,477 478,675 12,368,802 9,186,078 358,963 8,827,115

Details by specific assets are as follows:

September 30, 2006 Juna 30, 2008
Accumulated Nat Book Accumulated Not Book
Cost Depreciation Value Cost Depreclation Value
$ $ $ $ 3 ]
tand 57,703 - 57,103 54,740 - 54,740
Automobile 190,804 21,663 169,141 189,476 10,868 178,608
Buildings 1,004,674 57,771 946,803 1,015,030 46,396 968,604
Machinery and equipment 4,107,042 370,747 3,736,295 4,017,264 281,041 3,736,222
Computer equipment 35,558 3,723 31,835 29,557 1,741 27,816
Office equipment 156,877 24,711 132,106 118,207 18,917 99,790
Construction in progress 7,254,819 - 7,294,819 3,761,804 - 3,761,804
12,847,477 478,675 12,368,802 9,186,078 358,963 8,827,115
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FIRST MAJESTIC SILVER CORP.

{FORMERLY FIRST MAJESTIC RESOURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

10.

SHARE CAPITAL

Authorized - unlimited number of common shares without par value

Issued September 30, 2006 June 30, 2006
Shares $ Shares $
Balance - beginning of period 35,038,157 43,780,469 23,644,717 23,488,473
Issued during the period
For cash:
Exercise of options 30,000 109,500 710,000 963,900
Exercise of wamranis 174,316 392,211 4,407,066 7,887,245
Private placements - - 6,076,374 10,661,751
For exercise of special wamants (i) 7,000,000 22,885,359 - -
For mineral properties - - 200,000 450,000
For First Silver Arrangement {Note 7) 2,330,412 11,302,498 - -
Transfer of contributed surplus for
stock oplions exercised - 26,700 - 329,100
Balance - end of the period 44 572,885 78,496,737 35,038,157 43,780,469

{i) On April 20, 2006, the Company completed a private placement financing of 7,000,000
special warrants at a price of $4.00 per special warrant for lotal gross proceeds of $28 million
and net proceeds after expenses of the issue of $22,885,359. Each special warrant entitled
the holder to receive, without further consideration, upon exercise or deemed exercise, one
common share and one half common share purchase warrant. Each whole warrant will be
exercisable at a price of $5.00 until October 20, 2007. The offering was completed through a
sole underwriter, Sprott Securities Inc. The Company filed a short form prospectus dated
July 19, 2006 qualifying the distribution of 7,000,000 commeon shares and 3,499,999 share
purchase warrants issued upon the exercise of 7,000,000 special warrants and 420,000
broker warrants issued upon the exercise of 420,000 compensation options. The fair value of
the warrants was estimated using the Black-Scholes Option Pricing Model (assumptions
include a risk free rate of 4.19%, estimated volatility of 49.55%, expected life of 1.5 years and

expected dividend yield of 0%) and $2,607,000 was credited to contributed surplus.

Stock Options

In September 2006, the Company adopted a new stock option plan (the 2006 Plan”) to replace the
stock option plan approved by the Company’s shareholders on December 15, 2005. The maximum
number of shares reserved for issuance under the 2008 Plan is 10% of the issued shares on a rolling
basis. Options may be exercisable over periods of up to five years as determined by the board of
directors of the Company and the exercise price shall not be less than the "market price” of the shares
(as defined by the policies of the TSX Venture Exchange) or, if the shares are no longer listed for
trading on the TSX Venture Exchange, then such other exchange or quotation system on which the
shares are listed or quoted for trading. All stock options are subject to vesting with no more than 25%

vesting upon issuance and 25% vesting each six months thereafter.
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FIRST MAJESTIC SILVER CORP.

{FORMERLY FIRST MAJESTIC RESOURCE CORP.}

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

10. SHARE CAPITAL (continued)
Stock Options (continued)

The changes in stock options for the period ended September 30, 2006 are as follows:

September 34, 2008 June 30, 2006

Woighted Average Welghted Average
Average Number of Average Number of
Number of Exercise Price  Perlods to Number of ExercisaPrice  Periods to

Shares {$) Explry Sharos {$) Expiry

Balance, beginning of the period 2,954,600 2.43 1.46 years 2,065,000 1.68 1.65 years
Granted 587,500 429 4.23 years 4,694,600 2.89 2.29 years
Exercised (30,000} 365 0.72 years {710,000% 1.38 0.83 years
Cancelled or expired (75,000) 3.97 1,53 years (95,000} 2.29 1,77 years
Balance, end of the period 3,437,100 2.70 1.82 years 2,954,600 243 1.46 years

The following table summarizes the stock options outstanding and exercisable at September 30,

2006:

Price Options Options
$ Outstanding _ Exercisable _Expiry Dates

205 170,000 170,000 December 3, 2006
225 50,000 50,000 December 31, 2006
1.85 5,000 5,000 December 31, 2006
1.42 250,000 250,000 February 10, 2007
2.25 100,000 100,000 April 1, 2007
239 50,000 50,000 April 18, 2007
1.80 360,000 360,000 June 21, 2007
2.10 25,000 12,500 October 1, 2007
1.85 150,000 150,000 December 14, 2007
245 225,000 112,500 December 16, 2007
1,79 200,000 200,000 January 12, 2008
375 25,000 12,500 March 8, 2008
405 100,000 50,000 March 20, 2008
210 240,000 120,000 November 9, 2008
245 650,000 325,000 December 18, 2008
435 200,000 50,000 Aprit 13, 2008
5.04 49,600 12,400  April 25, 2008
455 25,000 6,250 July 6, 2008
328 12,500 3,425 June 13, 2009
4.30 550,000 137,500 June 19, 2011

3,437,100 2,176,775
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FIRST MAJESTIC SILVER CORP.

(FORMERLY FIRST MAJESTIC RESOURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED})

10. SHARE CAPITAL (continued)
Stock Options (continued)

During the period ended September 30, 2006, the Company granted stock options to directors,
officers, employees and consultants to purchase 587,500 shares of the Company. Pursuant to the
Company's policy of accounting for the fair value of stock-based compensation over the applicable
vesting period, $158,289 has been recarded as an expense in the period.

The fair value of stock options granted is estimated using the Black-Scholes Option Pricing Model with
the following assumptions:

September 30, 2006 June 30, 2006
Risk-free interest rate 4.02% - 4.45% 3.02% - 4.19%
Estimated volatility 49.70% - 67.92% 43%-58%
Expected tife 1.510 3.0 years 1.0-2.5years
Expected dividend yield 0% 0%

Option-pricing models require the use of estimates and assumptions including the expected volatility.
Changes in the underlying assumptions can materially affect the fair value estimates and, therefore,
existing models do not necessarily provide a reliable measure of the fair value of the Company’s stock
options.

Share Purchase Warrants

The changes in share purchase warrants for the period ended September 30, 2006 are as follows:

Septamber 30, 2008 Juna 30, 2006
Weighted Aveorage Walghted Avorage
Average Number of Average Number of
Number of  Exorcise Price Periods to Number of  Exercise Price  Periods to
Warrants {$) Expiry Warrants {$) Explry
Balance, beginning of the year 2,693,139 244 1.38 yoars 4,062,018 1.75 0.57 years
Issued (i} 3,919,998 4.89 1.33 yoars 3,038,187 242 2.00 years
Exercised {174,316) 2.25 1.11 years {4,407,066) 1.79 (),24 years
Balance, end of the year 65,438,822 3.94 1.09 years 2,693,139 2.44 1.38 years

(i} The Company filed a short form prospectus dated July 19, 2006 qualifying the distribution of
7.000,000 common shares and 3,499,999 share purchase warrants issued upon the exercise
of 7,000,000 special warrants and 420,000 broker warrants issued upon the exercise of
420,000 compensation options. Each share purchase warrant is exercisable to purchase one
common share at $5.00 per share until October 20, 2007. Each broker warrant is exercisable
to purchase one common share at $4.00 per share until October 20, 2007.
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FIRST MAJESTIC SILVER CORP.

(FORMERLY FIRST MAJESTIC RESOURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

10. SHARE CAPITAL (continued)

Share Purchase Warrants (continued)

The following table summarizes the share purchase warrants outstanding at September 30, 2006:

Exercise Price

$ Warrants Outstanding Expiry Dates
225 1,018,823 October 20, 2007
4.00 420,000 October 20, 2007
5.00 3,499,999 October 20, 2007
2.60 1,500,000 December 14, 2007
6,438,822

11. CONTRIBUTED SURPLUS
The components of contributed surplus are as follows:

Saptomber 30, 2006

June 30, 2006

$ 3

Balance, beginning of the period 4,272,294 1,333,137
Stock option expense during the period 158,289 528,112
Stock option expense of subsidiary, net of

non-controlling interest portion of $356,712 - 720,145
Fair vatue of First Majestic options exchanged for First Silver options 341,710 -
Compensation options issued during the period - 550,000
Warrants issued during the period 2,607,000 1,470,000
Transfer to share capital for options exercisad during the period (26,700) (329,100)

7,352,593 4,272,284

12, RELATED PARTY TRANSACTIONS

During the period ended September 30, 2006, the Company:

{(a) incurred $45,253 (2005 - $35,398) for management services provided by the President &
CEO and/or a corporation controlled by the President & CEO of the Company pursuant to a

consulting agreement.

(b} incurred $15,000 (2005 - $19,500) for geological and technical services provided by directors

andfor corporations controlled by the directors of the Company.

{c) paid $46,313 (2005 - $35,950) to the Chief Operating Officer for management and other
services related to the mining operations of the Company in Mexico pursuant to a consulting

agreement.

Amounts paid to related parties were incurred in the normal course of business and measured at the
exchange amount, which is the amount agreed upon by the transacting parties and on terms and

conditions similar to non-related parties.
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FIRST MAJESTIC SILVER CORP.

(FORMERLY FIRST MAJESTIC RESOURCE CORP.)
NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

13.

SEGMENTED INFORMATION

The Company considers that it has two operating segments as a result of the acquisition of First

Silver,

These reportable operating segments are summarized in the table below. Full year

comparatives have been provided as the quarter ended September 30, 2005 does not provide

relevant information.

Period ended September 30, 2006

First Sitver Flrst Majastic Corporate and
Mexlcan Mexican other eliminations
operations operations {1) Totals
Mineral sales $ 3,982,852 H 633,829 3 - $ 4,616,681
Depletion and depreciation 1,733,800 88,098 4,185 1,826,093
Net interest and other income 228,116 44,232 102,155 374,503
Interest expense - - 399,145 399,145
Income tax recovery 273,504 - - 273,504
Segment loss {252,494) {2,389.352) (1,052,588) {3.694,434)
Totat long-lived assets 117,725,186 20,532,739 67,396 138,325,331
(N All corporate operalions are in Canada.
Year ended June 30, 2006
First Sitver First Majostic Corporate and
Mexican Mexican other eliminations
operations operations (4] Totals
Mineral sales $ 2,083,243 5 2,076,049 $ - $ 4,159,292
Depletion and depreciation 1,233,901 754,143 9,441 1,997,515
Not interest and other income (137,520} 30,162 385,020 277,662
Interest expense - - 135,972 135,972
Income tax expense (204,901) - - (204,901)
Segment loss before non-controlling interest {1,215,853) (1,916,240) (3,103,075} {6,235,268)
Total long-lived assets 73,368,446 17,159,691 52,765 90,580,902

M

All corporate operations are in Canada.
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FIRST MAJESTIC SILVER CORP.

{FORMERLY FIRST MAJESTIC RESOCURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

14.

15.

16.

CONTINGENT LIABILITIES

In February 2004, an action was commenced against the Company by the optionors of the Wekusko
Property whereby the optionors are seeking an amount of $43,500 cash, 30,000 common shares of
the Company and an entitlement to exercise an option to purchase 100,000 shares of the Company at
$0.35 per share. The Company believes it has substantial defences to the claim; however the
outcome of this litigation is not presently determinable.

Under Mexican regulaticns, the Company may be obligated to remit taxes to the government on
payments made for the acquisition of mineral claims in the event that the recipients of such payments
fail to make the required tax remittances relating to those payments. The maximum potential
remittance is approximately $980,000 however the Company is in the process of obtaining
confirmation that the appropriate remittances have been made and does not anticipate that the
amount owing, if any, will be significant.

In July 2006, an action was commenced against the Company by a former executive who alleges that
the Company breached a March 2005, stock option agreement. The plaintiff is seeking money
damages or, if the court finds this inappropriate, 25,000 common shares of the Company plus interest.

Management believes that there are substantial defences to the claim; however, the outcoma of this
litigation is not presently determinable.

OTHER LONG TERM LIABILITIES

in 1992, El Pilon entered into a contract with a Mexican bank, whereby the bank commitied to
advance cash to El Pilon in exchange for silver to be delivered in future instaliments. The bank failed
to advance the fully agreed amount, and El Pilon therefore refused to deliver the silver. El Pilon sued
the bank for breach of contract. The Company believes it will retain the amount received from the
bank but the ultimate outcome is uncertain. The aggregate potential liability including interest and
penalties amounts to $2,695,436. The Company recorded this liability at its best estimate of fair value
in the amount of $1,286,788 as part of the acquisition of First Silver (Note 6).

COMMITMENTS

The Company is obligated to make certain payments and issue shares, as described in Note 5, in
connection with the acquisition of its mineral property interests.

The Company is obligated to make certain interest, share and cash payments, as described in Notes
6, 7 and 8, in connection with the acquisition of a ¢controlling interest in First Silver, the Arrangement
with First Silver and the acquisition of Desmin, respectively.

The Company is committed to making severance payments to two officers in the event thatthereis a
change of control of the Company. These amounts aggregate US$189,000 at September 30, 2008,

The Company is committed 1o annual office lease payments totalling $165,813 until July 31, 2007.
Under Mexican regulalions, employees (excluding directors and senior management) are eligible for a
profit sharing bonus of 10% of annual profit (before taxes). The amount of the profit sharing bonus

accrued as a component of cost of sales at September 30, 2006 is $260,698 (2005 - $nil) which will
be paid to the employees of El Pilon in May 2007.
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FIRST MAJESTIC SILVER CORP.

{(FORMERLY FIRST MAJESTIC RESOURCE CORP.)

NOTES TO THE RESTATED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2006 (UNAUDITED)

17.

SUBSEQUENT EVENTS

Subsequent to September 30, 2006:

(a)

(b)

(c)

(d)

The Company issued 170,000 common shares for proceeds of $348,500 pursuant to the
exercise of stock options.

The Company granted 50,000 stock options exercisable at a price of $3.29 per share expiring
on October 16, 2008 and 100,000 stock options exercisable at a price of $3.28 per share
expiring on Qctober 17, 2008 to employees of the Company.

The Company completed a non-brokered private placement consisting of 4,429,250 units ata
price of $3.60 per unit for gross proceeds of $15,945,300. Each unit consisted of one
common share and one-half of one share purchase warrant. Each whole warrant entitles the
holder to purchase one additional common share of the Company for a period of two years
from closing at a price of $4.25 per share. A finder's fee of $189,500 cash and 122,824
warrants exercisable at a price of $4.25 per share for a two-year period were paid on a portion
of this private placement. The net proceeds of the offering will be used by the Company for
exploration, development and capital expenditures on the La Parrilla Silver Mine, the San
Martin Silver Mine and the La Encantada Silver Mine, all located in Mexico, and for general
working capital purposes.

Pursuant to the September 14, 2006 Plan of Arangement to acquire the remaining 36.25% of
First Silver (Note 7), the shareholders of First Silver had to elect o receive cash by December
13, 2006, otherwise they could only receive shares of the Company. By December 14, 2006,
the former shareholders of First Silver had elected to receive cash of $1,555,345, for 718,404
common shares of First Silver tendered before December 14, 2006. Half of this amount, or
$777,673, was paid immediately and the balance is payable in two equal installments of
$383,836 on the first and second anniversaries of the closing of the Arrangement. The
remaining shareholders of 3,840,503 common shares of First Silver may only receive shares
of the Company.
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FIRST MAJESTIC SILVER CORP.
(FORMERLY FIRST MAJESTIC RESOURCE CORP.)
RESTATED MANAGEMENT’S DISCUSSION & ANALYSIS

Introduction

This restated Management's Discussion and Analysis of FIRST MAJESTIC SILVER CORP. (“First
Majestic” or the "Company”) provides analysis of the Company’s financial results for the three
months ended September 30, 2006. The following information is prepared as of December 1, 2006
(the “Report Date”) and is updated to reflect changes from the restated financial statements as at
February 16, 2007, and should be read in conjunction with the accompanying restated interim

consolidated financial statements and the audited consolidated financial staterents for the year

ended June 30, 2006 (“Fiscal 2006"). Additional information on the Company, including the
Company's Annual Information Form, is available on SEDAR at www.sedar.com.

Restatement

Subsequent to the original filing of the Company's unaudited interim consolidated financial
statements for the period ended September 30, 2006, the Company determined that errors had
been made in the calculation of depletion, the mineral property interests, future income taxes, the
future income tax liability and in the balance sheet classification of the Arrangement liability
described in Note 7 to those financial statements. In addition, certain items in the consolidated
statements of cash flows represented non-cash items rather than cash flows. These errors have
been corrected in these restated interim financial statements as follows:




As originally reported As restated
A. Statement of Operations and Deficit
Depletion 3,604,267 1,498,350
Loss before income taxes {6,073,885) {3,967,938)
Future income tax recovery 917,898 307,183
Net loss for the period (5,189,636) (3,694,434}
Deficit, end of period 24,703,421 23,208,219
Basic and diluted loss per common share {0.13) (0.09)
B. Balance Sheet
Mineral property interests 120,448,173 125,956,529
Property, plant and equipment 11,489,364 12,368,802
Total assets 148,309,142 154,696,936
Future income taxes 28,966,573 33,859,165
Current portion of Arrangement liability 5,039,885 20,404,978
Total liabilities 71,452,835 91,710,521
Shareholders’ equity 76,856,308 62,986,416
Share capital to be issued 15,365,094 -
C. Statement of Cash Flows
{i) Operating Activities
Cash used in operating activities {1,795,451) (1,872,304)
(ii) Investing Activities
Additions to plant and equipment (5,076,250) (2,989,992)
. Expenditures on mineral properties (35,086,694) (1,831,988)
Acquisition of First Silver Reserve Inc. less cash acquired - {1,391,550)
Cash used in investing activities (40,382,603} (6,433,189}
(iii) Financing Activities
Issuance of common shares and subscriptions, 34,716,268 501,711
net of issue costs
Issuance of common shares to be issued 15,365,004 -
|ssuance of special warrants, net of issue costs {25,524,894) -
Other cash liabilities 175,947 -
Arrangement liability 6,719,847 -
Cash from financing activities 34,374,272 501,711

In addition, this Management's Discussion and Analysis was restated to incorporate the impact of
the changes to the interim financial statements for the three months ended September 30, 2006.



Forward-Looking Information

Except for statements of fact relating to the Company, certain information contained herein
constitutes forward-looking statements. Forward-looking statements are frequently characlerized by
words such as “plan”, “expect”, “project’, “intend”, "believe”, "anticipate” and other similar words, or
stafements that certain events or conditions "may” or “will” occur. Forward-looking statements are
based on the opinions and estimates of management at the dates the statements are made, and
are subject to a variety of risks and uncertainties and other factors that could cause actual events or
results to differ materially from those projected in the forward-looking statements. These factors
include the inherent risks involved in the mining, exploration and development of mineral properties,
the uncertainties invoived in interpreting drilling results and other ecological data, fluctuating metal
prices, the possibility of project cost overruns or unanticipated costs and expenses, uncertainties
related to the availability of and costs of financing needed in the future and other factors described
in the Company's Annual Information Form under the heading “Risk Factors”. The Company
undertakes no obligation to update forward-looking statements if circumstances or management's
estimates or opinions should change. The reader is cautioned not to place undue reliance on
forward-looking statements.

Nature of Business

The Company is in the business of the production, development, exploration and acquisition of
mineral properties focusing on silver in Mexico. The common shares of the Company trade on the
TSX Venture Exchange under the symbol “FR". The common shares are also quoted on the “Grey
Market” in the U.S. under the symbol “FRMSF” and on the Frankfurt, Berlin, Munich and Stuttgart
Stock Exchanges under the symbol “FMV".

Pursuant to a resolution passed by shareholders on September 7, 2006, the Company changed its
name from “First Majestic Resource Corp." to “First Majestic Silver Corp.” on November 22, 2006.

The Company and its subsidiaries, First Majestic Resources Mexico, S.A. de C.V. (“FMR Mexico”),
First Silver Reserve Inc. ("First Silver”), Mineral El Pilon S.A. de C.V. ("El Pilon”) and Desmin S.A.
de C.V. (“Desmin"} are collectively referred to as the “Company”.

Highlights

* The Plan of Arrangement with First Silver was completed on September 14, 2006 and the
common shares of First Silver were delisted from the Toronto Stock Exchange at the close of
business on September 18, 2006.

« Construction of the new 800 tpd mill at the La Parrilla Silver Mine continued and is now nearing
completion. The old mill has been replaced by a newer and much larger facility. One 400 tonnes
per day (“tpd”) line was commissioned in October and the mill is anticipated to reach its capacity
of 800 tpd in the quarter ending December 31, 20086;

e The Company completed the acquisitions of the Quebradillas and Viboras Silver Mines and a
contiguous tand package of 3,126 hectares of mining concessions located in the La Parrilla
Mining District in Durango State, Mexico;




« The Company entered into an agreement to acquire Desmin, a privately held Mexican mining
company whose primary asset is an exploitation contract which covers the operation of the La
Encantada Silver Mine located in the Coahuila State of Mexico. Subsequent to the period end,
the first payment of US$500,000 was made on the acquisition and the Company took over the
operations of Desmin effective November 1, 2006, and

« Subsequent to the period end, the Company completed a non-brokered private placement
consisting of 4,429,250 units at a price of $3.60 per unit for gross proceeds of $15,945,300. The
net proceeds of the offering will be used for exploration, development and capital expenditures
on the La Parrilla Silver Mine, the San Martin Silver Mine and the La Encantada Silver Mine, all
located in Mexico, and for general working capital purposes.

Acquisition of First Silver Reserve Inc.

First Majestic entered into an irrevocable share purchase agreement dated for reference April 3,
2006 (the “Share Purchase Agreement’) to purchase approximately 63% of the issued and
outstanding shares of First Silver from the major shareholder of First Silver (the “Shareholder”).
First Silver's primary business is silver mining and the exploration and development of mineral
claims with a primary focus on silver in Mexico. First Silver’s wholly owned subsidiary, El Pilon, is
the sole owner of the San Martin Silver Mine in Jalisco State, Mexico.

First Majestic purchased 24,649,200 common shares of First Silver (the “Acquisition’) at a price of
$2.165 per share for an aggregate of $53,365,519 payable to the Shareholder in three instalments.
The first instalment of $26,682,759 represented 50% of the purchase price and was paid on closing
of the Acquisition on May 30, 2006. Two additional instalments of $13,341,380, each representing
25% of the purchase price, are payable on each of the first and second anniversaries of the closing
of the Acquisition. An interest amount of 6% per annum is payable quarterly on the two outstanding
payments due after closing.

The Shareholder has also agreed to sell 3,700,000 common shares of First Silver to First Majestic
on the same terms set out above if those shares are awarded to the Shareholder in a currently
outstanding legal dispute.

Plan of Arrangement with First Silver Reserve Inc.

On June 5, 2008, First Majestic and First Silver entered into a letter agreement whereby the parties
agreed to enter into a business combination such that First Majestic would acquire all of the
outstanding securities of First Silver and First Silver would become a wholly owned subsidiary of
First Majestic. Under the arrangement (the “Arrangement”), First Majestic would acquire all of the
issued and outstanding First Silver shares which it did not already own in consideration for either: (i}
the issuance of one common share of First Majestic for each two First Silver shares acquired; or (ii}
a cash payment in the amount of $2.165 per First Sitver share payable on the basis of 50% upon
the completion of the Arrangement and the balance payable in two equal instalments on the first
and second anniversaries of the date of closing of the Arrangement, with interest payable quarterly
and compounded annually at a rate of 6.0% per annum on the unpaid balances from the closing of
the Arrangement.



The Arrangement was approved at a special meeting of shareholders of First Silver on September
7, 2006 and became effective on September 14, 2006. At closing, 12,500 stock options exercisable
at a price of $3.28 per share expiring on June 13, 2009 and 550,000 stock options exercisable at a
price of $4.30 per share expiring on June 19, 2011 were granted in exchange for 25,000 stock
options of First Silver exercisable at a price of $1.64 per share expiring on June 13, 2009 and
1,100,000 stock options of First Silver exercisable at a price of $2.15 per share expiring on June 18,
2011. The common shares of First Silver were delisted from the Toronto Stock Exchange at the
close of business on September 18, 2006.

The shareholders of First Silver have until December 13, 2006 to deposit their completed Letters of
Transmittal and elect to receive either cash or shares of First Majestic on the terms set out above,
after which time the former shareholders of First Silver shall only be entitled to receive shares of
First Majestic. To date, 2,502,799 common shares of First Majestic have been issued and
$567,787 has been paid to the former shareholders of First Silver pursuant to the Arrangement.
Other than the First Silver shares held by First Majestic, approximately 5.5 million shares of First
Silver have been tendered to date and approximately 8.6 million shares of First Silver remain to be
tendered.

Any certificate formerly representing First Silver shares not duly surrendered on or prior to
September 14, 2012 shall cease 1o represent a claim or interest of any kind or nature, including a
claim for dividends or other distributions against First Majestic or First Silver by a former First Silver
shareholder. After such date, all First Majestic shares to which the former First Silver shareholder
was entitled shall be deemed to have been cancelled.

The Arrangement liability in the amount of $20,404,979 (see Note 7 of the financial statements) has
been reclassified to current liabilities as of September 30, 2006, on the basis that on that date the
shareholders of First Silver had an option to elect to receive either cash or shares in satisfaction of
the liability, and therefore it is more appropriate to classify the obligation as a liability rather than as
an equity instrument. Subsequent to the date of filing of the original interim financial statements for
the three months ended September 30, 2006, only a small portion of the eligible First Silver
shareholders elected to receive cash with the effect that $18,849,634 of the liability was or will be
satisfied through the issuance of common shares, and only $1,555,345 was or will be satisfied
through the payment of cash. Although the reclassification results in a negative working capital
deficit in the amount of $22,624,454 the ultimate resolution of the Arrangement liability resulted in
anissuance of shares valued at $18,849,634 and the remaining $1,555,345 through a decline in the
Company’s cash resources due to the significant number of First Silver shareholders who elected to
receive shares rather than cash (also see Note 17(d) of the financial statements).

La Parrilla Silver Mine, Durango, Mexico

The 100% owned La Parrilla Silver Mine is located between the cities of Durango and Zacatecas in
west central Mexico.

In August 2006, the Company entered into three agreements to acquire the Quebradillas and
Viboras Silver Mines and a contiguous land package of 3,126 hectares of mining concessions
surrounding the Company’s La Parrilla Siiver Mine. The Company has the right to purchase all the
mining concessions, the mines, the data of past diamond drill programs and the assets located
within the mine areas for a total purchase price of US$3,000,000 payable over a period of two
years. In addition to these payments, the agreements call for a royalty payment of 1.56% NSR witha
maximum ceiling of US$2,500,000. The Company has the option to purchase the royalty at any
time for US$2,000,000.




During the quarter ended September 30, 2008, production levels were maintained at approximately
180 tonnes per day. This rate allowed for the upgrade of the interior of the mine and miil
instaliations including the replacement and addition of equipment and the definition of the
metallurgicat parameters which were required in order to meet the final 800 tpd capacity. During the
first quarter, underground development continued to access fresh ore at the different mine areas
within the property such as Rosarios, La Rosa and San Marcos and to prepare new mining areas
for an increase in production in the coming months. Drilling has continued and at the end of the first
quarter, 92 holes totalling 21,320 metres were completed. The purpose of the ongoing diamond drill
and development programs is to increase the mineable tonnage and to continue upgrading the
resource/reserve numbers to National Instrument 43-101 compliance.

During the first quarter ended September 30, 2006, 1,035 metres of underground drifting was
completed, both for the development of new stopes and for the exploration of new ore resources.
Production from underground areas of the mine in the first quarter totalled 11,073 tonnes. The
produced tonnage was fed to the mill with an average grade of 190 grams per tonne {“g/t”) of silver
and 0.2 g/t of gold. A total of 46,879 ounces of equivalent silver were recovered in the quarter
ended September 30, 2006. This level of production indicates a decrease of 13% versus the 53,969
ounces of equivalent silver produced in the fourth quarter of Fiscal 2006. This decrease resulted
from a reduction of grade of 20 g/t at the mill, originated by an increase of ore feed from
development areas, and the interference of the construction in some areas of the miil such as the
installation of new filters in the clarification area.

A higher average cost of US$13 per equivalent ounce of silver resulted from the lower tonnage. By
maintaining these lower levels during the expansion and construction phase, the full mining staff is
now trained and ready for the increase in production to 800 tpd.

The following table was extracted from a technical report titled “Geological Evaluation of the La
Parrilla Property, State of Durango, Mexico” prepared by J.N. Helsen, Ph.D., P. Geo. dated
September 6, 2006 and filed on SEDAR on September 19, 2006. Dr. Helsen is independent of the
Company and a Qualified Person for the purposes of National Instrument 43-101. The complete
report can be viewed on SEDAR at www.sedar.com or on the Company's website at
www_firstmajestic.com. The Company is continuing its exploration program at the La Parrilla Silver
Mine in order to expand the measured and indicated resource base and determine the portion of
the resource which relates to proven and probable reserves.

Resources Tonnes Grade Ag ght Grade Au gft Tolal Silver ounces | Ounces Silver Equiv.
Indicated 960,098 329 0.14 10,155,311 10,402 131
Measured 66,835 274 0.05 589,815 596,563
Totat Measured+
indicated 1,026,933 325 0.13 10,745,126 10,998,694

San Martin Silver Mine, Jalisco, Mexico

The 100% owned San Martin Silver Mine is located near the town of San Martin de Bolafios on the
Bolafios River in Northern Jalisco State, Mexico. Prior to acquisition by the Company, the San
Martin Silver Mine produced 2,026,621 ounces of silver in 2005.

In order to increase the reserves at the San Martin Silver Mine, the Company has implemented a
very aggressive program of development and diamond drill exploration with the objective of
upgrading measured and indicated resources to the reserve categories. A National Instrument 43-
107 technical report is expected to be completed in January 2007.




During the quarter ended September 30, 2006, a total of 1,575 meters of development for
preparation and exploration were achieved and a total of 985 meters of diamond drilling in
underground areas were completed.

Production at the mill was 66,252 tonnes with an average grade of 201 g/t of silver and a recovery
of 85%, with a total production of 395,040 ounces of silver equivalent produced at a cost of
US$7.50 per ounce.

Chalchihuites Group of Properties, Zacatecas, Mexico

The Company has entered into a number of agreements to acquire mining concessions located in
Chalchihuites, Zacatecas, Mexico located approximately 45 kilometres southeast of the La Parrilla
Silver Mine.

During the period from July to August, exploration of La Esmeralda, E} Magistral, San Juan and
Perseverancia continued. The drilling of 23 holes for 6,012 meters was completed, sampling the
different targets located at the area. Special attention was given to Perseverancia with 9 surface
holes totalling 2,419 meters and 3 underground holes totalling 127 meters. Atthe San Juan Mine, 5
holes totalling 1,543 meters were completed and the remaining 6 holes totalling 1,922 meters were
completed at other targets.

The results of this exploration indicated that the potential at El Magistral and La Esmeralda was
limited and accordingly in October 2006, management elected not to make further option payments
on these properties and the historical investment totalling $384,930 was expensed at June 30,
2006. The Perseverancia and San Juan areas, however, continue to show good potential and
additional exploration is planned for those areas.

During this period, a 210 meter ramp from the surface at the San Juan mine was developed. The
objective was to intersect a vein structure and a replacement area previously defined by diamond
drilling and old mining works. in the quarter ended December 31, 2006, production of sulphide ore
will be sent to the La Parrilla mill.

Candamena Mining District Property, Mexico

The Company has two option agreements for the purchase of the Candamefia Mining District
Property (“Candamena”), located in the eastern Sierra Madre Mountain range about midway
between Hermosillo and Chihuahua in east central Sonora Mexico. The purchase includes all
properties, assets and equipment and all mining concessions consisting of 5,215 hectares. The
Company has also agreed to pay US$600,000 over a four-year period for the purchase of 613
hectares including the La Prieta mine.

During the first quarter ended September 30, 2006, a road to provide access to the La Verde-La
Prieta vein system was completed and a diamond drill program of 2,500 meters began on this
project with the objective to indicate and define silver bearing ore within the 4 km vein system. To
date there are two rigs operating on this project.

The Company is currently negotiating an extension of the US$250,000 option payment due
November 22, 2006 on the Candameiia Property. The payment is subject to the results of the
diamond drill program that it is currently underway. Management intends to focus most of its efforts
and resources on the Company’s operating mines instead of its grassroots projects. Accordingly, it
is in discussions with potential joint venture partners for the Candamefa Property.




La Candelaria Silver Project, Hostotipaquillo, Jalisco, Mexico

In November, 2006, management elected not to proceed with the acquisition of the La Candelaria
Silver Project. Accordingly, management has written off the historical investment in this property
totalling $191,151 as at September 30, 2006.

Quitaboca Silver Project, Sinaloa, Mexico

Through the Company's investment in First Silver, the Company has an agreement to acquire a
100% interest in seven mining claims (known as the Quitaboca property) consisting of 3,718
hectares located in the State of Sinaloa, Mexico. To complete the purchase, the Company is
required to pay a total of US$2,500,000 in staged cash payments by November 25, 2010. A 2.5%
net smelter return royalty on the claims may be purchased for US$500,000 during the term of the
agreement or for a period of 12 months thereafter. A US$100,000 option payment due November
25, 2006 on the Quitaboca property was met by the Company.

During the last twelve months, El Pilon’s activities were focused on a geologic survey of the area in
order to define the potential areas for exploration. Seven main vein structures were identified. A
camp site and road access were completed during this period and a diamond drill program is
scheduled for the latter part of 2006 or early 2007. An additional 1,416 hectares was staked by the
Company to increase the Quitaboca land position to 5,134 hectares.

During the quarter ended September 30, 2006, the road was completed to the first exploration area
that covers the Colateral and Jesus Maria veins, the explosives permit to operate in this area was
obtained and tunnelling is planned for the quarter ended December 31, 2006.

Management intends to focus most of its efforts and resources on the Company's operating mines
instead of its grassroots projects. Accordingly, it is in discussions with potential joint venture
partners for the Quitaboca property.

Dios Padre Silver Project, Sonora, Mexico

In November, 2006, management elected not to make further option payments on the Dios Padre
Project. Accordingly, management has written off the historical investment in this property totalling
$1,895,107 as at September 30, 2006.

Acquisition of Desmin S.A. de C.V.

in August 2006, the Company signed a letter agreement to acquire 100% of the issued and
outstanding shares of Desmin S.A. de C.V. (“Desmin”}, a privately held Mexican mining company.
The Company will pay US$1.5 million over a six-month period for alf the issued and outstanding
shares of Desmin, resulting in Desmin becoming a wholly owned subsidiary of the Company.
Subsequent to the period end, the first payment of US$500,000 was made on the acquisition and
the Company took over the operations of Desmin effective November 1, 2006. The agreement is
subject to regulatory approval.




Desmin's primary asset is an exploitation contract with Industrias Pefiocles, S.A. de C.V. (“Pefioles”)
which covers the operation of the La Encantada Silver Mine located at the Coahuila State in
Mexico. The exploitation contract between Desmin and Pefioles gives Desmin the right to all
properties within the 700 hectare land package, including the operations of the mine and mill and all
the auxiliary installations and associated equipment. in addition, Desmin has an agreement with
Pefioles to purchase the La Encantada Silver Mine, including the mill and surrounding mining
claims.

The La Encantada silver mine is presently producing 800,000 ounces of silver per year. The mill,
which has a total capacity of 800 tonnes per day, is processing 250 tonnes per day of oxide ore
grading 500 g/t silver, representing less than 40% mill capacity. The Company anticipates these
production numbers can be improved significantly over the coming months with additional capital
expenditures. In addition, the surrounding ground of 700 hectares represents excellent exploration
and development potential, with several areas of immediate interest already defined.

Results of Operations

During the first quarter ended September 30, 2006, the Company incurred a net loss of $3,694,434
or $0.09 per common share, compared to a net loss of $688,914 or $0.03 per common share for the
same quarter in the prior fiscal year. The increased net loss, an additional $3,005,520 or 436%,
can be attributed to the write down of the Dios Padre and the La Candelaria silver projects, and
from much higher levels of corporate activity and the consolidation of operating results of First
Silver.

Revenues were $4,616,681 in the first quarter ended September 30, 2006 compared to $277,586
for the first quarter of Fiscal 2006. Revenues were attributed to the production of 441,879 ounces
of equivalent silver (2005 — 36,000 ounces of equivalent silver) reflecting 46,879 ounces of
equivalent silver from the La Parrilla Silver Mine and 395,040 ounces of equivalent silver from the
San Martin Silver Mine.

Cost of sales (excluding accretion of the asset retirement obligation, depreciation and depletion)
amounted to $3,197,200 and consisted of cost of sales of $2,497,948 and $699,252 from the San
Martin Silver Mine and the La Parrilla Silver Mine, respectively. In the first quarter of Fiscal 2005,
cost of sales amounted to $462,085 and related solely to operations at the La Parrilla Silver Mine.

Expenses increased by $5,090,067 to $5,651,329 (2005 - $561,262) due primarily to the
consolidation of operating results of First Silver and the write down of the two mineral properties
referred to above. Details of significant changes in general and administrative expenses are as
fallows:

» Accounting and administrative services was $407,040 in the first quarter and included
$402,586 in non-recurring general and administrative expenses of First Silver. Inthe same
quarter the prior fiscal year, this expense was $23,542.




» Depletion was $1,498,350 in the current quarter and included $1,458,578 relating to the
operations of the San Martin Silver Mine and $39,772 for the operations at the La Parrilla
Silver Mine. In comparison, this expense was $90,231 for the operations at the La Parrilla
Sitver Mine in the same quarter the prior year. The rate of depletion on the proven and
probable mineral reserves acquired from First Silver was calculated on a unit of production
basis by dividing the production for the quarter into the estimated proven and probable
reserve base (the denominator), and multiplying it by the estimated fair value of the
producing mineral property at San Martin determined on the date of acquisition. Similarly,
depreciation expense was $327,743 compared to $49,623 for the quarter ended September
30, 2006.

« There were also general increases in almost all categories of expenses in the first quarter of
the current fiscal year. These increases are consistent with the type of growth experienced
by the Company in the past year. .

« In November 2006, management elected not to proceed with the acquisitions of the Dios
Padre Silver Project and the La Candelaria Silver Project. Accordingly, management has
written off the historical investments in these properties totalling $1,895,107 and $191,151,
respectively, at September 30, 2006. There was no comparable expense in the same
quarter for the prior fiscal year.

Income taxes for the first quarter ended September 30, 2006 amounted to a recovery of $273,504,
all of which relates to the operations of First Silver, and comprises current income taxes of
($33,679) and a recovery of $307,183 for the provision for future income taxes. In comparison,
there was no such recovery in the first quarter of Fiscal 2005.

Net interest and other income for the first quarter ended September 30, 2006 was $374,503 (2005 -
$16,733), the increase being attributable to the investment of proceeds from a $28 million special
warrant private placement completed in the fourth quarter of Fiscal 2006.

Summary of Quarterly Results

The selected information set out below has been gathered from quarterly financial statements for
the most recent eight quarlers:

2007 2006 2005
Q1 Q4 Q3 Q2 o] Q4 Q3 Q2
$ $ $ $ $ $ $ $
Net sales 4,616,681 2,725,624 671,435 484,647 277,586 202,518 271,510 439,972
Net loss {3.694,434)] (3,151,860) (995.998) (829,114} {688,914) (978,743) (750,323)] (1,649,447
Basic and diluted net (0.09) (0.07) {0.03) (0.03} {0.03} {0.04) {0.03) (0.08
foss per common share

The results for the first quarter ended September 30, 2006 and the fourth quarter of Fiscal 2006
include the operating results of First Silver for the three months ended September 30, 2006 and the
month of June, 2006, respectively. In the first quarter of the current fiscal year, the Company also
expensed mineral property interests totalling $1,895,107 and $191,151, respectively, relating to
Dios Padre Silver Project and the La Candelaria Silver Project, respectively.
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In the fourth quarter of Fiscal 2006, stock based compensation was $1,292,007 and included the
consolidation of $1,076,857 of stock based compensation relating to First Silver. Accounting and
administrative services was $532,192 and included $484,917 of non-recurring accounting and
administrative costs relating to First Silver. Depletion was $1,366,618 and included $1,211,711
relating to First Silver. The Company also expensed mineral property interests in the amount of
$384,930 relating to two of the Chalchihuites properties, known as El Magistral and La Esmeralda.

The Company commenced commercial production at the La Parvilla Silver Mine during the second
quarter of Fiscal 2005. In the second quarter of 2005, the Company also recorded an amount of
$1,019,602 as a write-off of the Niko and Platino properties.

Change of Year End

The Company intends to change the ending date of its financial year from June 30 to December 31,
starting with the financia! period July 1, 2006 to December 31, 2006. The change in the Company’s
fiscal year end is proposed so that the Company will have the same fiscal year end as its three
operating subsidiaries, FMR Mexico, El Pilon and Desmin. With respect thereto, the Company has
sought and obtained the approval of Canada Revenue Agency and the directors of the Company
have approved the proposed change.

To facilitate the change, the Company will report a one-time, six-month transition year covering the
period ended December 31, 2006. Subsequent to the transition year, the first full financial year will
cover the period January 1, 2007 to December 31, 2007.

Liquidity

Under the terms of the Arrangement, the Company could be obligated to make cash payments to a
maximum amount of $18.6 million in the event that the remaining shareholders of First Silver elect
the cash option pursuant to the share purchase offer. Up to $9.3 million of this balance would be
paid or payable by December 13, 2006 with the balance payable in two equal instalments on
September 14, 2007 and September 14, 2008, respectively.

At September 30, 2006, the Company had a working capital deficiency of $22,624,454 and cash
and cash equivalents of $8,768,006 compared to working capital of $3,353,546 and cash and cash
equivalents of $16,571,788 at June 30, 2006. Current liabilities at September 30, 2006 include the
current portion of a long-term vendor liability relating to the Acquisition of First Silver in the amount
of $13,341,380 as well as the current portion of a liability relating to the Arrangement in the amount
of $20,404,979.

The Arrangement liability in the amount of $20,404,979 (see Note 7 of the financial statements) has
been reclassified to current liabilities as of September 30, 2006, on the basis that on that date the
shareholders of First Silver had an option to elect to receive either cash or shares in satisfaction of
the liability, and therefore it is more appropriate to classify the obligation as a liability rather than as
an equity instrument. Subsequent to the date of filing of the original interim financial statements for
the three months ended September 30, 2006, only a small portion of the eligible First Silver
shareholders elected to receive cash with the effect that $18,849,634 of the liability was or will be
satisfied through the issuance of common shares, and only $1,555,345 was or will be satisfied
through the payment of cash. Although the reclassification results in a negative working capital
deficit in the amount of $22,624,454 the ultimate resolution of the Arrangement liability resulted in
anissuance of shares valued at $18,849,634 and the remaining $1,555,345 through a decline in the
Company’s cash resources due to the significant number of First Silver shareholders who elected to
receive shares rather than cash (also see Note 17(d) of the financial statements).
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Funds surplus to the Company's short-term operating needs are invested in highly liquid short-term
investments with maturity of three months or less. The funds are not exposed to any liquidity risk
and there are no restrictions on the ability of the Company to meet its obligations. In addition, the
Company has provided deposits of $1,149,677 in connection with the purchase of silver futures
contracts.

At September 30, 2006, the Company had futures contracts for the receipt of 85,000 ounces of
silver in December 2006 at a price of US$12.80 per ounce. The fair value of these contracts at
September 30, 2006 is $119,586. In comparison at June 30, 2006, the Company had futures
contracts for the receipt of 85,000 ounces of silver in September 2006 at a price of US$10.384 per
ounce.

During the three months ended September 30, 2006, the Company received $109,500 pursuant to
the exercise of 30,000 stock options and $392,211 pursuant to the exercise of 174,316 share
purchase warrants. Subsequent to the period end, the Company received an additional $348,500
pursuant to the exercise of 170,000 stock options.

During the three months ended September 30, 2006, the Company incurred net costs of $1,831,988
(2005 - $998,331) in respect of expenditures on mineral property interests and $2,989,892 (2005 -
$1,339) in respect of plant and equipment.

Subsequent to the period end, the Company completed a non-brokered private placement
consisting of 4,429,250 units at a price of $3.60 per unit for gross proceeds of $15,945,300. Each
unit consisted of one common share and one-half of one share purchase warrant. Each whole
warrant entitles the holder thereof to purchase one additional common share of the Company at a
price of $4.25 per share until November 27, 2008. A finder's fee of $189,500 cash and 122,824
warranis exercisable at a price of $4.25 per share for a two-year period was paid on a portion of this
private placement. All of the securities are subject to a four-month hold period in Canada in
accordance with applicable securities laws, expiring March 28, 2007. The net proceeds of the
offering will be used for exploration, development and capital expenditures on the La Parrilla Silver
Mine, the San Martin Silver Mine and the La Encantada Silver Mine, all located in Mexico, and for
general working capital purposes.

Capital Resources

The Company’s continued development is contingent upon its ability to raise sufficient financing
both in the short and long term. The Company has relied on external financing, including the
issuance of equity securities, to fund activities to date and it will continue to require external
financing for the foreseeable future. There are no guarantees that additional sources of funding will
be available to the Company and management is committed to pursuing all possible sources of
financing.

The Company's primary capital assets are producing mineral property interests focused on silverin
Mexico. Except for the La Parilla Silver Mine and the San Martin Silver Mine which are owned
100%, the Company is required to make property payments and incur various amounts in
development and exploration costs by certain dates to maintain its interest in the properties. These
dates are outlined in the notes to the interim consolidated financial statements. Furthermore, the
Company is required to make certain interest and cash payments to the former shareholders of First
Silver (see “Acquisition of First Silver Reserve Inc.” and “Plan of Arrangement with First Silver
Reserve Inc.”) and to the vendors of Desmin (see “Acquisition of Desmin S.A. de C.V.").
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Future costs to retire an asset including dismantling, remediation and ongoing treatment and
monitoring of the site are recognized and recorded as a liability at fair value at the date the liability
is incurred. The liability is accreted over time to the estimated amount ultimately payable through
periodic charges to earnings. Future site restoration costs are capitalized as part of the carrying
value of the related mineral property at its initial value and amortized over the. mineral property’s
useful life based on a units-of-production method. The present vatue of the Company’s reclamation
liabilities may be subject to change based on management's current estimates, changes in the
remediation technology or changes to the applicable laws and regulations. Such changes will be
recorded in the accounts of the Company as they occur.

Off-Balance Sheet Arrangements

At September 30, 2006, the Company had no material off-balance sheet arrangements such as
guarantee contracts, contingent interest in assets transferred to an entity, derivative instruments
obligations or any obligations that trigger financing, liquidity, market or credit risk to the Company.

Transactions with Related Parties
During the period ended September 30, 2006, the Company:

(a) incurred $45,253 (2005 - $35.398) for management services provided by the President &
CEOQ and/or a corporation controlled by the President & CEO of the Company pursuantto a
consulting agreement.

{b) incurred $15,000 (2005 - $19,500) for geological and technical services provided by
directors and/or corporations controlied by the directors of the Company.

(c) paid $46,313 (2005 - $35,950) to the Chief Operating Officer for management and other
services related to the mining operations of the Company in Mexico pursuant to a consulting
agreement.

Amounts paid to related parties were incurred in the normal course of business and measured at
the exchange amount, which is the amount agreed upon by the transacting parties and on terms
and conditions similar to non-related parties.

Stock Option Plan

In the first quarter ended September 30, 2006, the Company adopted a new stock option plan (the
“2006 Plan”) whereby the maximum number of shares reserved for issuance under the 2006 Plan is
10% of the issued shares on a rolling basis. All stock options under the 2006 Plan are subject to
vesting with no more than 25% vesting upon issuance and 25% vesting each six months thereafter.
In the first quarter ended September 30, 2006, the Company also granted 25,000 stock options
exercisable at an exercise price of $4.55 per share expiring on July 6, 2008 to an employee of the
Company in addition to the stock options granted to the former optionhoiders of First Silver (see
“Plan of Arrangement with First Silver Reserve Inc.”). Subsequent to the period end, 50,000 stock
options exercisable at a price of $3.29 per share expiring on October 16, 2008 and 100,000 stock
options exercisable at a price of $3.28 per share expiring on October 17, 2008 were granted to
employees of the Company.
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Proposed Transactions

The board of directors is not aware of any proposed transactions involving a proposed asset,
business, business acquisition or disposition which may have an effect on financial condition,
results of operations and cash flows.

Critical Accounting Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
in Canada requires companies to establish accounting policies and to make estimates that affect
both the amount and timing of the recording of assets, liabilities, revenues and expenses. Some of
these estimates require judgments about matters that are inherently uncertain.

All of the Company’s significant accounting policies and the estimates derived therefrom are
included in Note 2 to the annual consolidated financial statements for the year ended June 30,
2006. While all of the significant accounting policies are important to the Company’s consolidated
financial statements, the following accounting policies, and the estimates derived therefrom, have
been identified as being critical:

Carrying Values of Property, Plant and Equipment and Other Mineral Property Interests;
Depletion and Depreciation of Property, Piant and Equipment;

Reclamation and Remediation Obligations;

Income Taxes; and

Stock Based Compensation.

Carrving Values of Property, Plant and Equipment and Other Mineral Property Interests

The Company reviews and evaluates its mineral properties for impainment at least annually or when
events and changes in circumstances indicate that the related carrying amounts may not be
recoverable. Impairment is considered to exist if the total estimated future undiscounted cash flows
are less than the carrying amount of the assets. Estimated undiscounted future net cash flows for
properties in which a mineral resource has been identified are calculated using estimated future
production, commodity prices, operating and capital costs and reclamation and closure costs.
Undiscounted future cash flows for exploration stage mineral properties are estimated by reference
to the timing of exploration and / or development work, work programs proposed, the exploration
results achieved to date and the likely proceeds receivable if the Company sold specific properties
to third parties. If it is determined that the future net cash flows from a property are less than the
carrying value, then an impairment loss is recorded with a charge to operations, to the extent the
carrying value exceeds discounted estimated future cash flows.

The estimates used by management are subject to various risks and uncertainties. it is reasonably

possible that changes in estimates could occur which may affect the expected recoverability of the
Company’s investments in mining projects and other mineral property interests.
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Depletion and Depreciation of Property, Plant and Equipment

Property, plant and equipment comprise one of the largest components of the Company's assets
and, as such, the amortization of these assets has a significant effect on the Company's financial
statements. On the commencement of commercial production, depletion of each mining property is
provided on the unit-of-production basis using estimated reserves as the depletion basis. The
mining plant and equipment and other capital assets are depreciated, following the commencement
of commercial production, over their expected economic lives using either the unit-of-production
method or the straight-line method (over two to 10 years), as appropriate.

Capital projects in progress are not depreciated until the capital asset has been put into operation.

The reserves are determined based on a professional evaluation using accepted international
standards for the assessment of mineral reserves. The assessment involves the study of
geological, geophysical and economic data and the reliance on a number of assumptions. The
estimates of the reserves may change, based on additional knowledge gained subsequent to the
initial assessment. This may include additional data available from continuing exploration, results
from the reconciliation of actual mining production data against the originai reserve estimates, or
the impact of economic factors such as changes in the price of commodities or the cost of
components of production. A change in the original estimate of reserves would result in a change in
the rate of depletion and depreciation of the related mining assets or could result in impairment
resulting in a write-down of the assets.

Reclamation and Remediation Obligations

The Company has obligations for site restoration and decommissioning related to its mining
properties. The Company, using mine closure plans or other similar studies that outiine the
requirements planned to be carried out, estimates the future obligations from mine closure
activities. Because the obligations are dependent on the laws and regulations of the county in which
the mines operate, the requirements could change resulting from amendments in those laws and
regulations relating to environmental protection and other legislation affecting resource companies.

The Company recognizes liabilities for statutory, contractual or legal obligations associated with the
retirement of mining property, plant and equipment, when those obligations resuit from the
acquisition, construction, development or normal operation of the assets. Initially, a liability for an
asset retirement obligation is recognized at its fair value in the period in which it is incurred. Upon
initial recognition of the liability, the corresponding asset retirement cost is added to the carrying
amount of the related asset and the cost is amortized as an expense over the economic life of the
asset using either the unit-of production method or the straight-line method, as appropriate.
Following the initial recognition of the asset retirement obligation, the carrying amount of the liability
is increased for the passage of time and adjusted for changes to the amount or timing of the
underlying cash flows needed to setile the obligation.

As the estimate of obligations is based on future expectations, in the determination of closure
provisions, management makes a number of assumptions and judgments. The closure provisions
are more uncertain the further into the future the mine closure activities are to be carried out. Actual
costs incurred in fulure periods related to the disruption to date could differ materially from the
discounted future value estimated by the Company at September 30, 2006.
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Income Taxes

Future income tax assets and liabilities are computed based on differences between the carrying
amounts of assets and liabilities on the balance sheet and their corresponding tax values, using the
enacted or substantially enacted, as applicable, income tax rates at each balance sheet date.
Future income tax assets also result from unused loss carry-forwards and other deductions. The
valuation of future income tax assets is reviewed quarterly and adjusted, if necessary, by use of a
valuation allowance to reflect the estimated realizable amount.

The determination of the ability of the Company to utilize tax loss carry-forwards to offset future
income tax payable requires management to exercise judgment and make assumptions about the
future performance of the Company. Management is required to assess whether the Company is
“more likely than not” to benefit from these tax losses. Changes in economic conditions, metal
prices and other factors could result in revisions to the estimates of the benefits to be realized or the
timing of utilizing the losses.

Stock-Based Compensation

The Company uses the Black-Scholes Option Pricing Model. Option pricing models require the
input of highly subjective assumptions including the expected price volatility. Changes in the
subjective input assumptions can materially affect the fair value estimate, and therefore the existing
models do not necessarily provide a reliable single measure of the fair value of the Company’s
stock options granted during the year.

Financial Instruments and Other Risks

The Company’s financial instruments consist of cash and cash equivalents, accounts receivable
and advances, silver futures contracts, accounts payable, income taxes payable and vendor
liability. It is management's opinion that the Company is not exposed to significant interest or credit
risks arising from these financial instruments. The fair market values of these financial instruments
approximate their carrying values, unless otherwise noted.

All of the Company’s mining and exploration activities are carried outside of Canada. Accordingly, it
is subject to the risks associated with the fluctuation of the rate of exchange of the Canadian dollar
and foreign currencies, in particular the Mexican peso, the currency of Mexico, and the United
States dollar. Such fluctuations may materiaily affect the Company’s financial position and results.

In conducting business, the principal risks and uncertainties faced by the Company centre on
development of its mineral properties, metal and mineral prices and market sentiment.

The prices of metals and minerals fluctuate widely and are affected by many factors outside of the
Company’s control. The relative prices of metals and minerals and future expectations for such
prices have a significant impact on the market sentiment for investment in mining and mineral
exploration companies. The Company relies on equity financing for its working capital requirements
and to fund its development and exploration programs. There is no assurance that such financing
will be avaitable to the Company, or that it will be available on acceptable terms.
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Disclosure Controls and Procedures

The Company's management is responsible for establishing and maintaining disclosure controls
and procedures for the Company. These disclosure controls and procedures are designed to
provide reasonable assurance that any information required to be disclosed by the Company under
securities legislation is recorded, processed, summarized and reported within the applicable time
periods and to ensure that required information is gathered and communicated to the Company’s
management so that decisions can be made about timely disclosure of that information. As noted
above, the Company has undergone the recent significant acquisition of First Silver and this has
resulted in the late filing of the interim financial statements, MD&A and interim certificates for the
period ended September 30, 2006. As a result, the Chief Executive Officer and the Chief Financial
Officer have concluded that the existing disclosure controls and procedures were not effective as at
and for the period ended September 30, 2006, given the recent increase in the size and complexity
of operations. Management is in the process of re-evaluating the current system and implementing
the appropriate changes to the current controls and procedures to address the needs of a larger
organization.
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Outstanding Share Data as of the Report Date

As of the Report Date, the Company has the following securities outstanding:

1ssued common shares:

Stock options:

49,344,522 common shares

Price Options Options
$ Outstanding __Exercisable _ Expiry Dates

2.25 50,000 50,000 December 31, 2006
1.85 5,000 5,000 December 31, 2006
1.42 250,000 250,000 February 10, 2007
2.25 100,000 100,000 April 1, 2007

239 50,000 50,000 Apri! 18, 2007

1.80 360,000 360,000 June 21, 2007

2.10 25,000 18,750 October 1, 2007
1.85 150,000 150,000 December 14, 2007
2.45 225,000 112,500 December 16, 2007
1.79 200,000 200,000 January 12, 2008
3.75 25,000 12,500 March 8, 2008

4.05 100,000 50,000 March 20, 2008
210 240,000 120,000 November 9, 2008
245 650,000 325,000 December 16, 2008
4.35 200,000 100,000 Aprit 13, 2008

5.04 49,600 24,800 Aprii 25, 2008

4.55 25,000 6,250 July 6, 2008

329 50,000 12,500 October 16, 2008
3.28 100,000 25,000 October 17, 2008
3.28 12,500 3,125 June 13, 2009

4.30 550,000 137,500 June 19, 2011

3,417,100 2,112,925

Share purchase warrants:
Exercise Price

$

Warrants QOutstanding

Expiry Dates

2.25
4.00
5.00
2.60
4.25

1,018,823
420,000
3,499,999
1,500,000
2,214,625

8,653,447
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LETTER - AGREEMENT

December 18, 2006

MINAS PENOLES, S.A.DEC.V.
INDUSTRIAS PENOLES, S.A. DEC.V.

Moliere 222 Torre de Oficinas Piso 4
Col. Los Morales Secc. Palmas
11540 Mexico, D.F.

Mr. Jaime Lomelin Guillén,

FIRST MAJESTIC SILVER CORP. (“THE PURCHASER”) agrees with INDUSTRIAS
PENOLES, S.A. DE C.V. (“PENOLES™ and MINAS PENOLES, S.A. DE C.V.
(“MINAS™), when cited together “PENOLES” and “MINAS”, and altogether called
“THE SELLERS”, to formalize the agreements mentioned below, appearing as well
DESMIN, S.A. DE C.V. (“DESMIN”) and MINERA LA ENCANTADA, S.A. DE C.V.
(“LA ENCANTADA™):

1) “THE SELLERS” grant “THE PURCHASER” and/or whoever assigned by this last
one, the right to acquire the total amount of shares that make the share capital of the “LA
ENCANTADA”, which is integrated as follows:

Shareholders Fixed Minimum  Variable Total of Shares
MINAS PENOLES_, S.A.DECYV. 49 998 3,050,000 3,099,998
INDUSTRIAS PENOLES S.A. DEC.V. 2 2
TOTAL 50,000 3,050,000 3,100,000

“PENOLES” is the sharcholder of 2 shares of the fixed capital, all of them from the share
capital of the company the “LLA ENCANTADA”.

“MINAS? is the shareholder of 49,998 shares of the fixed capital and 3,050,000 shares of
the variable capital, all of them from the share capital of the “LA ENCANTADA”.

When this document refers to the shares, they will be called “THE SHARES”.

2) “LA ENCANTADA” and “DESMIN” have an exploitation mining agreement entered
into on July 1, 2004 regarding the mining concessions that comprise the lots
ENCANTADA, title No. 143943; EL PAJARITO, title No. 167061; MONTECARLO,
title No. 167062, EL. TIGRE, title No. 165065; EL CAMELLO, title No. 167066; LOS
ANGELES, title No. 167067, AMPL. DE LOS ANGELES, title No. 167068; EL
GRANIZO, title No. 167069; LA PRESITA, title No. 167070; REGALADO, title No.




167071; EL GOLPE 10, titte No. 178385; ROSITA No. 19, title No. 189752; LOS
ANGELITOS, title No. 189758; LOS ANGELITOS 2, titte No. 189759; LOS
ANGELITOS 3, title No. 190341; and LA PRESITA 10, title No. 194878, “THE LOTS”
all of them located in the Municipalitics of Ocampo and Muzquiz, Coahuila, registered
under the number 176 pages 119 front and back volume 17 of the Book of Mining Acts,
Contracts and Agreements dated on September 15, 2004 in the Mining Public Registry,
and the “PURCHASER?” and the “SELLERS” enter into this Letter Agreement having
agreed to its terms and conditions.

3) The total sale price of “THE SHARES” that “THE PURCHASER” acquires is for the
amount of USD$4,750,000.00 (Four million seven hundred and fifty thousand US
dollars) from which $3,250,000.00 (Three million two hundred and fifty thousand US
dollars) will be paid in cash by “THE PURCHASER” to “THE SELLERS” and the
balance of USD$1,500,000.00 (One million five hundred thousand US doliars) with
shares of “THE PURCHASER” in favor of “THE SELLERS” or to the company
designated by “THE SELLERS” at closing price in the stock market on the date on which
this letter-agreement is signed. “THE PURCHASER?” is obligated to pay to “MINAS” the
amount of USD$3,249,999.87 (Three million two hundred and forty-nine thousand nine
hundred and ninety-nine US dollars and eighty seven cents), and the amount of
USD$0.13 (thirteen US cents) to “PENOLES”, on the date on which the Stock Purchase
Agreement is signed, and by deducting from this amount that will be paid in cash, the
amount mentioned in the following paragraph.

On the date on which this Letter-Agreement is signed, “THE PURCHASER?” will pay to
“MINAS” and to “PENOLES” the amount of USD$1,000,000.00 (one million US
dollars) by wire transfer to the account mentioned in this Letter-Agreement,
corresponding to “MINAS” the amount of USD$999,999.96 (Nine hundred ninety-nine
thousand nine hundred ninety-nine US dollars and ninety-six cents), and in cash to
“pPENOLES” the amount of USD$0.04 (Four US cents), amount that, in case the stock
purchase agreement is not completed at the election of “THE PURCHASER?, it will stay
in benefit of “THE SELLERS?. In the same way, in case the stock purchase agreement is
not completed at the election of “THE SELLERS”, they are obligated to refund to “THE
PURCHASER” with the amount mentioned in this paragraph.

“THE PURCHASER?” clarifies that the transfer mentioned in the previous paragraph will
be made under the name of FIRST MAJESTIC RESOURCE CORP., previous name of
the current FIRST MAJESTIC SILVER CORP., in virtue of the change of name that took
place on November 22, 2006

The stock purchase agreement “THE AGREEMENT” will be entered into once “THE
PURCHASER” does the Due Diligence corresponding to section 10} of this letter-
agreement.

The payments will be made by wire transfer of the funds that will be immediately
available to the account No. h of MINAS PENOLES, S.A. de C.V., both of the




N . for the amounts

and on the dates mentioned above.

The remainder amount mentioned on the first paragraph of section 3) will be paid at the
moment of the signature and ratification of “THE AGREEMENT” before a Public Notary
for USD$2,250,000.00 (two million two hundred and fifty thousand US dollars).

As established in the first paragraph of this section, First Majestic Silver Corp. is
obligated to issue on behalf of “THE SELLERS”, USD$1,500,000.00 (one miilion five
hundred thousand US dollars) in shares of “THE PURCHASER” at the designated price
per share at the closing of the stock market on the date this letter-agreement is signed,
resulting in 382,582 shares that will be delivered within the next 30 (thirty) natural days
after “THE AGREEMENT?” is signed and ratified, subject to the requirements of the TSX
Venture Exchange. Also, “THE PURCHASER?” is obligated to issue, in favor of “THE
SELLERS” and within a term of 30 (thirty) natural days after “THE AGREEMENT” is
signed and ratified, certificates for the purchase of shares (WARRANTS) at 1 (one)
WARRANT per two shares issued for the payment of the price paid in shares. Each one
of the 191,291 WARRANT certificates will grant “THE SELLERS” or whoever they
designate, the right to buy one ordinary share issued by “THE PURCHASER” at a price
of CDN$4.54, equal to the closing price of “THE PURCHASER’s” shares as they are
priced in the stock market on the same date this letter-agreement is signed, with an
additiona! 50% resulting in CDN$6.81. The WARRANT certificates may be exercised
by “THE SELLERS”, or whoever they designate, for a period of 2 years from the date on
which THE AGREEMENT is signed and ratified.

4) “THE PARTIES” agree that the “THE PURCHASER?” will submit to the TSX Venture
Exchange during the next 15 (fifteen) natural days from the date on which this letter-
agreement is signed and ratified, and during the next 15 (fifteen) natural days from the
date on which “THE AGREEMENT?” is signed and ratified for its approval.

If “THE PURCHASER” delivers the shares and the WARRANTS, then “THE
PURCHASER?” will not have the obligation to pay the royalty referred to in the following
paragraph.

In case “THE AGREEMENT” was not approved by the TSX Venture Exchange, “THE
PURCHASER” would pay “THE SELLERS”, instead of the payment in shares and
WARRANTS, a royalty of the 4% (four percent) of the net smelter return, which will be
calculated by deducting to the payment that the first hand purchaser makes to “THE
PURCHASER?”, the resulting charges of the smelting and refining treatments of the
concentrates and/or minerals and/or any other resulting product, as well as the penalties
and any encumbrance that are imposed legally and with a general character on the
production or exportation of minerals; likewise, by deducting the freights generated from
the La Encantada Unit to the La Met-Mex Plant located in Torreon, Coahuila.




“THE SELLERS” will have the right to inspect the work done by “THE PURCHASER”
during office hours and without obstructing at all the execution of these jobs.

Likewise, “THE SELLERS” will have the right to know every month the volume of
mineral extracted by “THE PURCHASER” from “THE LOTS”, and to be provided with
the information on the contents of the heads, tailings and precipitated concentrates, as
well as the moisture and contents of the shipments of the products.

All the minerals and/or concentrates for which there is a payable royalty should be
measured, sampled and analyzed in conformity with the mining and metallurgic practices
generally accepted. This sampling will be done at the time in which they are delivered to
MET-MEX PENOLES, S.A. DE C.V. “THE SELLERS” will have the right to assign a
representative that will be present at the moment on which the samples are taken,
charging “THE SELLERS”, and as long as they let “THE PURCHASER” know about
this appointment.

“THE PURCHASER” is obligated to manage a strict control to undoubtedly detcrmine
the contents of the mineral proceeding from “THE LOTS”, as well as from any benefited
third party, in order to determine the payment of the royalty referred to in this section.

All the books and the registries used by “THE PURCHASER?” to calculate this royalty,
will be done according to the accounting principles generally accepted in Mexico.

In case “THE PURCHASER” processes again tailings, lands or any other residues
proceeding from “THE LOTS”, then the royalties will be paid under the same terms
mentioned above.

“THE PURCHASER” agrees that the first hand purchaser pays directly to “THE
SELLERS” the corresponding royalty on each liquidation payment as previously
indicated.

“THE SELLERS” have the right to receive the royalty payment referred to in this clause,
in virtue of “THE LOTS” being located in an area of geological interest discovered by
“THE SELLERS".

“THE PURCHASER” authorizes MET-MEX PENOLES, S.A de C.V. to do any
necessary discounts to the royalty payment and give it to “THE SELLERS” in the
corresponding proportion, who in tum will give “THE PURCHASER” the invoice
according to the corresponding fiscal requirements.

5) “THE PURCHASER?” is obligated to sell to MET-MEX PENOLES, S.A. de C.V. all
the concentrates and/or minerals and/or any other product that results and proceeds not
only from “THE LOTS” comprised by the stock purchase agreement, but the whole
production proceeding from other lots located in a 10-kilometer radius of the La




Encantada Unit and to deliver them at the Plant of MET-MEX PENOLES, S.A. de C.V.
located in Torreon, Coahuila; as long as MET-MEX PENOLES, S.A. de C.V. is
interested in acquiring them and offers “THE PURCHASER” the purchase of the
concentrates and/or the minerals and/or any other product in competitive conditions
compared to any other good faith offer that “THE PURCHASER” could have. A
concentrate purchase agreement should be entered into in which the terms established in
this section should be included.

6) “THE PARTIES” are obligated to treat as confidential any verbal or written
information they can have access to or that is of their knowledge as a consequence of this
letter. Likewise, they are obligated not to reveal, divulge, or transmit it, but to keep the
information in secret; and not to reproduce, copy or duplicate without an explicit written
consent of any of the parties; and to adopt the necessary measurements in order to
safeguard the confidentiality of this information.

1t is understood by confidential information: all written or graphic information contained
in these documents, electromagnetic means, optic discs, microfilms or other similar
instruments, including but not limited to, the technical, engineering, administrative, and
financing information, and about businesses, reports, plans, projections, industrial secrets
(all the information of industrial or commercial application that any of “THE PARTIES”
keeps with confidential character that could mean to any of “THE PARTIES” to obtain or
maintain a competitive or economic advantage at the head of third parties i the
execution of economic activities), formulas, technologies, data and any other information
property of any of “THE PARTIES”, results obtained as a motive of the agreements done
in this letter-agreement, research, as well as the analysis of the working documents,
compilations, comparatives, studies or other documents that contain or reflect that
information.

The information that will not be considered as confidential is: (i} information that is in
the public domain; (ii) that one that any of “THE PARTIES” has to provide as fulfillment
of a judicial order or as a mandate of a competent authority; and (i) that any one of
“THE PARTIES™ consents to communicate to third parties or that is made public.

“THE PARTIES” are obligated to inform the other party about any circumstances that
could affect the confidentiality of the information so it can take the measures that it
considers pertinent.

“THE PARTIES” recognize that violating the information mentioned in the previous
paragraphs is an offense under the terms of the applicable Mexican Legislation, they will
be obligated to pay to the affected party the damage and injury caused by the lack of
fulfillment immediately and without the need of judicial resolution.

“THE PARTIES” recognize and accept that the violation to the contents of the current
article will be a cause of rescission of this letter with no responsibility of the party that
has not caused it.




Nevertheless, “THE PARTIES” agree that any of them can make public announcements
as long as the text of these public announcements, including news releases that any of
“THE PARTIES” plans on doing, is provided to the other party before the publication is
made for its approval. Approval cannot be unreasonably withheld and should be granted
within 5 (five) working days after the text of the release is received.

7} In case of a complaint, controversy or dispute resulting or related to the validity,
interpretation, construction, infraction or execution of this letter-agreement, the parties
will make their best effort to solve this matter as soon as possible in good faith and in a
friendly manner. If they fail to do this within the thirty calendar days from the date on
which this complaint, controversy or dispute arises, then that complaint, controversy or
dispute will be solved by arbitration.

The arbitration will be solved according to the Conciliation and Arbitration Policies of
the International Chamber of Commerce Paris, by an arbitral committee formed by three
arbitrators assigned according to those policies. The arbitration will be verified in Mexico
City. Spanish will be used during the arbitration acts, as well as the Code of Commerce,
the Federal Civil Code, the Mining Law and its Ruling, the General Law of Mercantile
Corporations and/or any other applicable laws. The arbitration verdict will be dictated in
writing and it will be properly supported. The arbitration verdict will binding upon both
parties and it will be final and definitive.

8) If during the validity of this letter-agreement something happened that could impede
“THE PARTIES” to execute its terms, such as strikes, riots, revolutions, disturbances,
earthquakes, fires, acts of third parties, interventions or confiscation of the properties by
any legitimate or de facto authority, or by any other cause that is out of the control or
dominion of “THE PARTIES”, they agree in suspending the effects of the letter only to
the affected acts and to be resumed on the date on which this event ends and the term set
in the following section 8), it will be prorogated for the same time this interruption took
place. In all cases, the parties are obligated to make reasonable efforts to reduce the
interruption or to solve the problems.

The affected party should give notice to the other party within 5 (five) natural days term
from the date on which this force majeure event took place. If no notice is given in the
mentioned term, then the notification will have effect from the date on which the notice 1s
given.

Once the causes of the suspension have ceded, the affected party should notify the other
one in order to restart the terms of this letter.

In case the cause of suspension is not overcome in 15 (fifteen) working days period, the
parties will agree on a mutually beneficial situation.

9) In case of lack of fulfillment of the obligations obtained in this letter-agreement by any
of “THE PARTIES”, the affected party, before proceeding to soliciting the rescission of
this intention letter, will notify the other party and will clearly confirm and manifest the




circumstances of the lack of fulfillment or violation, being the other party obligated in a
period of 30 (thirty) working days from the date on which this notification is received, to
correct the violation, fulfill the obligation or prove that no violation took place.

10) This letter will be valid for three months from when it is signed and ratified before a
Public Notary, for which it will expire on March 15, 2007. During this period, “THE
PURCHASER” will carry out the Due Diligence to learn the condition of the “LA
ENCANTADA?”, for which “THE SELLERS” will provide access and will provide all
the required information to accomplish this goal.

11) “THE PURCHASER” assumes any responsibility derived from any environmental
aspect, in virtue that it knows and accepts the present conditions of the “LA
ENCANTADA” according to the contemplated in the report included in “THE
AGREEMENT" as an Annex.

12) The obligations and responsibilities derived or linked with the assets of the “LA
ENCANTADA” except for the stipulated in the previous section 11), of any legal,
administrative, fiscal or any other nature that are originated previous to July 1, 2004, date
on which the “LA ENCANTADA” entered into the exploitation agreement with
“DESMIN”, described in section 2) of this letter of intention, will be under “MINAS’s”
and “PENOLES’s” charge, companies that will respond to all the legal consequences,
liberating “THE PURCHASER” of any responsibility that could arise. “THE
PURCHASER” will notify “MINAS” and “PENOLES” within the following 5 (five)
working days (or within half the term they have to interpose the necessary legal defenses,
whatever is shorter) so that they know of the possible obligation or responsibility.
“MINAS” and “PENOLES” will manifest to “THE PURCHASER” within the next 3
(three) working days after their notice, if they want to take charge of the case defense (in
which case “THE PURCHASER” will provide the information that “MINAS” and
“PENOLES” require and will grant them the necessary power for the defense); or if
“THE PURCHASER” is free to proceed the way they deem to be convenient. Any
reasonable expense that by these concepts “THE PURCHASER” happens to disburse will
be reimbursed by “MINAS” and “PENOLES” within the next 15 (fifteen) working days
after the payment is done, subject to reception of the payment receipt with the applicable
fiscal requirements in order to deduct the expense and to credit the corresponding VAT.

“THE PURCHASER” knows the current situation of the lands that comprise the assets of
the “LA ENCANTADA” and that will be described in an Annex of “THE
AGREEMENT”, for which they release “MINAS” and “PENOLES” of any
responsibility and are obligated to take action or legal actions as convenient for their
interests.

“MINAS” and “PENOLES” will respond for any contingency of fiscal character
originated previous to “THE AGREEMENT” related to the “LA ENCANTADA”.

“THE PURCHASER” assumes all responsibility related to environmental aspects
generated even before entering into this agreement according to the previous section 9),




as well as the obligations and responsibilities derived or linked to the assets of the LA
ENCANTADA” of any legal, administrative, environmental, fiscal or any other nature,
originated from July 1, 2004 and that will be under “THE PURCHASER’S” charge. They
will respond to ali the legal consequences making “MINAS” and “PENOLES” free of
any responsibility that could arise, in which case the same procedure established on the
final part of the first paragraph of this clause will be followed.

13) The partics agree that all the expenses and fees cansed for this issuance of shares will
be totally covered by “THE PURCHASER”.

14) The parties designate as their domiciles:
“THE SELLERS”

MINAS PENOLES, S.A. DE C.V.
Moliere 222 Torre de Oficinas Piso |
Col. Los Morales Seccion Palmas
C.P. 11540 México, D.F.

Attn: Ing. Manuel Luévanos Sanchez

INDUSTRIAS PENOLES, S.A. de C.V.
Moliere 222 Torre de Oficinas Piso 4
Col. Los Morales Seccion Palmas

C.P. 11540 Mexico, D.F.

Attn: Ing. Jaime Lomelin Guillén

“THE PURCHASER”

FIRST MAJESTIC SILVER CORP.
Suite 1480 — 885 West Georgia St.
Vancouver BC

Canada V6C 3ES8

Attn: Ing. Ramoén Dévila Flores

“DESMIN”

DESMIN, S.A. DE C.V.

Ginez Vazquez del Mercado No. 607
Local 23

Col. Nueva Vizcaya

Durango, Dgo.




Attn: Ing. Ramén Davila Flores

“LA ENCANTADA”

MINERA LA ENCANTADA, S.A.DE C.V.
Calzada Manuel Gémez Morin No. 444

Col. Torredn Residencial

C.P. 27268 Torreon, Coah.

Attn: Ing. Enrique Cortés

All the notifications must be done: (i) in person, or (i) through electronic means, with
subsequent confirmation by certified or registered mail, with written confirmation of
receipt, or (iti) through certified or registered mail with confirmation of receipt or through
a commercial courier service. All the notifications will be valid and considered as
received (i) if it was made in person, on that date on which it was done if it was done
during regular business hours; or if it was done out of regular business hours, on the next
working day of the notification, (ii) if it was made through electronic means, on the next
working day of the confirmation of receipt by certified or registered mail; and (iii) if it
was only made by commercial courier service, on the next working day after it 1s
received.

“THE appearing PARTIES” agree that when entering into the promised stock purchase
agreement, the regular clauses of the stock purchase agreement will be included besides
the contemplated clauses on this agreement.

Both parties declare that they have read this letter agreement and that they understand it
in all its extension and they sign in conformity on December 18, 2006.

“THE SELLERS” “THE PURCHASER"”
MINAS PENOLES, S.A. DEC.V. FIRST MAJESTIC SILVER CORP,
INDUSTRIAS PENOLES, S.A. DEC.V.

“signed” , “signed”
ING. JAIME LOMELIN GUILLEN MR. RAMON TOMAS DAVILA FLORES
ATTORNEY ATTORNEY

IN CONFORMITY
“DESMIN"

DESMIN, S.A.DEC.V.
“signed”
MR. RAMON TOMAS DAVILA FLORES
ATTORNEY
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“LA ENCANTADA”
MINERA LA ENCANTADA, S.A. DE C.V.
"signed”
ING. JAIME LOMELIN GUILLEN
ATTORNEY
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@ BRririsH Number: C0713891
%2 COLUMBIA

CERTIFICATE
OF

CHANGE OF NAME

BUSINESS CORPORATIONS ACT

| Hereby Cortily that FIRST MAJESTIC BESOLIRCE CORP. changed its name to FIRST
MAJESTIC SILVER CORP. on November 22, 2006 st (2:50 PM Padific Tima.

issued under my hand at Vigtetia, British Columbiz
On November 22, 2006

e

RON TOWNSHEND
Registrar of Companias
Province of British Columbia
Canada




Carios Galvan Pastoriza
Abogado

Certification of Translation

TO: First Maijestic Silver Corp. {formerly First Majestic Resouroe Corp.) {the *Company”)

i, JUAN CARLOS GALVAN PASTORIZA, Lawyer in good standmg with the Law Society of
Mexico and Corporate Counsel for First Majestic Resource Mexico, S.A. de C.V., a wholly
owned subsidiary of the Company hereby certify that | have reviewed the translation of the
document entitled 'Stock Purchase Agreement’ dated November 4, 2008 between Mrs. Rebeca
Medina Merino, Mr. Eduardo Chico Sanchez and the Company attached hereto and that the
transiation is, to the best of my knowledge and ability, a true, accurate and complete rendition

info the English language from the document as provided to me in Spanish.

Date: February 14, 2007~

{
,,,‘?‘.f"“’“*‘i’iD

JUAN CARLOS GALVAN PASTORIZA

)

L 2 |

3

Moo e Pacheco Mo, 130
Frace, Del Lago

Durango, Dgo., Mex 34080
Tel. Fax {618) 817-8650

Bt 78651
Lgpasonza@prodigqynet ma




----- NUMBER
---- VOLUME ONE HUNDRED AND SEVENTEENTH ---

--- In the city of Guanajuato, Capital of the State with the same name, on
November 3 (third), 2006 (two thousand and six), before me, Lawyer Pedro
VYazquez Nieto, entitled of the Public Notary’s office number 21 twenty one,
located in the interior of Tunel Santa Fe or Tunel San Juan number 1 one, with
altegiance in this Juridical Party, appear on one part Mrs. Rebeca Medina
Merino, under her own right and as a shareholder who will be called the Seller,
with her husband’s consent, Mr. Eduardo Chico Sanchez, who also appears
under his own right as the sole Administrator of the society called DESMIN,
Public Limited Corporation of Variable Capital, hereinafter referred to as
DESMIN; and on the other part Mr. Ramon Tomas Davila Flores, under his own
right and as the attorney of the company FIRST MAJESTIC RESOURCE, CORP.,
hereinafter referred to as FMR which will be called the Purchasers. Both
manifest that they come with the purpose to finalize the STOCK PURCHASE
AGREEMENT of the company called DESMIN, in accordance with the following
recitals and subsequent clauses:-----

----------------------------------- RECITALS -mmmmmmmee e
--- FIRST.- Mr. Eduardo Chico Sanchez and Mrs. Rebeca Medina Merino state: -

--- A) That their names are as they were written above and that they are
Mexican by nationality, of legal age, married under the regimen of conjugal
society and to be registered with the Federal Taxpayer Registration with the

numbers [ EEENERNIN anc RN respectively. -

--- B) That Mrs. Rebeca Medina Merino is a legitimate owner and holder of 16
sixteen common, ordinary, registered shares fully subscribed and paid, and as a
consequence released with a nominal value of MXN$1,000.00 (one thousand
Mexican pesos 00/100) each, representative of 32.00% (thirty two percent) of
the share capital of DESMIN, S.A. DE C.V., represented by the certificates
number 1 (one), 2 (two) and 3 (three), which as a group represent 15 shares
and by the certificate number 4 (four) that represents one share.

--- C) That Mr. Eduardo Chico Sanchez currently is the sole Administrator of
DESMIN, and that by virtue of the performance of its functions in the exercise
of this position, manifests in a declarative but not limitative way, that the
society is up-to-date and in fulfillment with all and each one of its fiscal,
administrative, labour, of social security, contractual and financial obligations
among others, ---

--- D) That DESMIN has entered into an Agreement of Mining Exploitation with
the society called Minera La Encantada, S.A. de C.V., hereinafter referred to as
the Exploitation Agreement, with an expiry date of June 30, 2009 which may




be extended for 5 additional years as per the conditions detailed in the same
agreement. A copy of the Agreement is being attached to this Agreement as
Annex “A”.---

--- E) That DESMIN has fulfilled all and each of the obligations contracted in
virtue of the Exploitation Agreement and that up to date there has been no
communication at all by Minera La Encantada, S.A. de C.V. for lack of
fulfillment of any of the obligations derived from the Exploitation Agreement. --

--- F) That it has efficiently and opportunely executed the work required in
virtue of the Exploitation Agreement. Likewise, that it has fulfilled the
dispositions of the Mining Law and its Policies as well as the other laws linked
to the exploitation of concessions, ---

--- G) That it has fully and punctually paid the consideration agreed with
Minera La Encantada, S.A. de C.V., therefore, up to the date on which this
Agreement is entered into, DESMIN has no debt with Minera La Encantada, S.A.
de C.V., for this concept.---

--- H) That the Exploitation Agreement is valid under the terms of its first
clause, that it has not been modified in any way and that up to the date on
which this Agreement is entered into, there is no arrangement or
understanding to modify or limit the end of its validity or any other cbligation
included in it. Likewise, Mr. Eduardo Chico Sanchez states and guarantees
that besides the Exploitation Agreement done with Minera La Encantada, S.A.
de C.V., there has been no other agreement or contract related to the
concessions and the mill that is currently valid.---

--- 1) That up to the date on which this Agreement is entered into, DESMIN has
not incurred in any lack of fulfillment of the obligations acquired with Minera
La Encantada, S.A. de C.V. in accordance with the Exploitation Agreement,
including events of Act of God or Force Majeure that generate or could
generate the anticipated termination of the Exploitation Agreement or its
rescission, for which it manifests that it is free of any responsibility with Minera
La Encantada, S. A. de C. V., for these reasons. ---

--- J) That the mining concessions contemplated in the Exploitation Agreement,
hereinafter referred to as the Mining Concessions, are free of any encumbrance
or limitation of dominion and they are up to date with the fulfillment of the
obligations established by the Mining Law and its Policies, for which added to
this Agreement as Annex “B” is the proof referred to in Article 23 (twenty
three) of the Mining Law, through which it is accredited that the Mining
Concessions are current and in good tegal standing. ---

--- K) That the Mining Concessions are current in the payment of the
corresponding surface rights up to the second semester of 2006 (two thousand



and six), manifesting that under this concept, there is no variation or lack of
exactitude in the payments that have been done up to this date. ---

--- L) That in virtue of the mining activities and work, including the exploration
and exploitation developed on the Mining Concessions protected under the
Exploitation Agreement, DESMIN and/or Minera ia Encantada, S.A. de C.V.
have abided by the Mining Legistation, including in a declarative but non-
limitative way, the fulfilment of their labour, fiscal and environmental
obligations. ---

--- M} That the conditions in which the Mining Concessions are protected under
the Exploitation Agreement and the activities developed in them, totally abide
by the applicable environmental legislation of any kind, including in a
declarative but non-limitative way, anything related with the storing and
disposition of residues and remainders. ---

--- N} That on the date of execution of this Agreement, there are no orders,
requirements or current complaints or in progress, related with environmental
issues or any other legal nature regarding the concessions and the operation of
the milt , nor on virtue of the celebration and execution of the Exploitation
Agreement, neither regarding the activities developed on it, that it has no
knowledge of any kind to presume that those orders, requirements or
complaints could be generated by any authority or any third party. ---

--- SECOND.- FMR recites through its Attorney: ---

--- A) That it is a Canadian Society incorporated according to the Canadian
Laws.

--- B) That it is properly represented in this act by Mr. Ramon Tomas Davila
Ftores who has the power and authority to execute this Agreement on its
behalf. ---

--- C) That in virtue of the statements of Mr. Eduardo Chico Sanchez and-Mrs.
Rebeca Medina Merino, they desire to enter into this Stock Purchase
Agreement under the terms detailed below. ---

--- THIRD.- Both parties state under their own right, or, through their
Attorney:---

--- A) That they mutually recognize their capacity and personality with which
they concur to enter into this Agreement, with the faculty to obligate
themselves and obligate their superiors, respectively, to the terms and
conditions explained in it.---




--- B) That they desire to enter into this Agreement according to content of the
following: ---

--- FIRST.- Object of the Agreement

--- Mrs. Rebeca Medina Merino, with her husband’s consent, Mr. Eduardo
Chico Sanchez, sells and transfers without reservation or limitation and free of
any encumbrance: ---

--- To FIRST MAJESTIC RESOURCE, CORP., and FMR which is buying 15
{fifteen) common, ordinary, nominative shares fully subscribed and paid, and
therefore released, representative of 30.00% thirty percent of the share
capital of DESMIN. --- .

--- To Mr. Ramon Tomas Davila Flores, 1 {(one) common, ordinary, nominative
share, released and representative of the 2.00% two percent of the share
capital of DESMIN. ---

--- SECOND.- Price. FIRST MAJESTIC RESOURCE, CORP., through this act pays
to Mrs. Rebeca Medina Merino for the sold and transferred shares in
compliance with the previous first clause, the amount of Us$468,750.00
dollars (four hundred and sixty eight thousand seven hundred and fifty US
dollars). ---

--- Mr. Ramon Tomas Davila Flores through this act pays: ---

.--To Mrs. Rebeca Medina Merino for the sold and transferred share in
compliance with the previous first clause the amount of US$31,250.00 (thirty
one thousand two hundred and fifty US dollars). Retaining a 20% (twenty)
percent of the paid price for Capital Gains Tax (ISR) for the payment to the
corresponding treasury authorities and submitting proof of respective retention
through this act. Mrs. Rebeca Medina Merino acknowledges receipt of the
entire amounts to her, for which this instrument constitutes the receipt and
the most extensive safeguard that in right proceeds in favour of FMR and
Ramén Tomas Davila Flores for the payment received. ---

--- THIRD.- Delivery of the certificates that represent the shares. ---

--- In this act, Mrs. Rebeca Medina Merino gives to FMR:---

--- Three certificates with the numbers 1 (one), 2 (two}, 3 (three), that
represent the 15 (fifteen) shares properly endorsed in property. ---

--- In this act, Mrs. Rebeca Medina Merino gives to Mr. Ramoén Tomas Davila
Flores:---

--- One certificate with the number 4 four, that represents one share properly
endorsed in property. ---



--- FOURTH.- Additional Obligations. ---
--- When this Agreement is signed, Mr. Eduardo Chico Sanchez, in his right as
sole Administrator, is committed to:---

--- 1. To do, in DESMIN, the restatement of the financial statements according
to the Bulletin B-10; to determine the deferred taxes according to the Bulletin
D-4; and to calculate and register the severance accrual, all this to October 31,
2006.

--- 2. Once the financial statements are closed, DESMIN will do an accounting
and fiscal pre-closing in order to determine the accounting profit and the fiscal
result from January 1 to October 31, 2006. Also, it will determine the Capital
Gains Tax (ISR} and the share of profits (PTU) corresponding to the mentioned
fiscal result. In addition, a cash flow statement from January 1 to October 31,
2006 should be done in order to know how the resources were applied. ---

--- 3. Once the necessary accounting adjustments are concluded, Mr. Eduardo
Chico Sanchez is committed to resign to his position of Sole Administrator and
FMR is committed to assign a new Sole Administrator in the Ordinary Generat
Meeting to be arranged for that effect. Moreover, it will assign Mr. Eduardo
Chico Sanchez as the Commissary, once the present Commissary is dismissed.-

--- FMR is committed to:---

--- 4. To pay in January 2007 and once the accounting and fiscal closing of the
exercise are determined, the amount of the net fiscal profit to October 31,
2006. The 16 shares sold today as per the motive of this Agreement, have no
right to the profit generated from January 1 to October 31, 2006. The profits
generated for the ten-month term ended on October 31, 2006, will be divided
by the 34 shares of the current shareholders.

--- 5. The amount of the net fiscal profit determined to October 31, 2006 will
be paid by DESMIN to the current owners of the DESMIN shares, once the fiscal
closing of 2006 two thousand and six is finished in January 2007, only for the
part generated until October 2006 two thousand and six. In addition, a cash
flow statement from November 1 to December 31, 2006 should be done in
order to know how the resources were applied.

--- FIFTH.- Freedom of any encumbrances. ---
--- Mrs. Rebeca Medina Merino explicitly declares that the shares, subject of
this instrument, are free of any encumbrances and limitation of dominion. ---

--- SIXTH.- Responsibility and improvement in case of eviction. ---

--- Mrs. Rebeca Medina Merino guarantees to FMR and to Mr. Ramon Tomas
Davila Flores, the validity of the certificates that represent the shares, subject




of this instrument, as well as their respective proprietorship and possession
rights. Likewise, Mr. Eduardo Chico Sanchez and Rebeca Medina Merino are
obligated to improvement in case of eviction under the terms of the Law, as
well to keep FMR and Mr. Ramon Tomas Davila Flores peacefully and out of
danger from any complaint of a third party that could emerge as a result of
charges or encumbrances on the actions mentioned above. ---

--- EIGHTH.- Taxes. ---

--- All the taxes generated from the purchasing operation contemplated herein
will be charged to each party that causes these taxes in conformity with the
established in the applicable fiscal legislation. The fees, expenses and taxes

that are generated with the formalization of this instrument will be charged to
FMR. ---

--- NINTH. Jurisdictional submission and applicable legislation. ---

--- The parties explicitty submit themselves to the Jurisdiction of the
competent Courts of the city of Guanajuato, Guanajuato, its Laws and Policies
and other current legal dispositions, in order to solve any controversy that
emerges from the interpretation, fulfillment and/or execution of the agreed in
this Agreement, resigning to any other jurisdiction that because of their
present or future domiciles, or any other cause or reason of jurisdictional
competency could correspond. ---

--- Mr. Ramon Tomas Davila Flores accredits the legal existence of FIRST
MAJESTIC RESOURCE, CORP.
--- Mr. Ramén Tomas Davila Flores accredits his character as Attorney.

--- Mr. Eduardo Chico Sanchez, Mexican of legal age, married under the
conjugal regimen society, Geologist, original from Fresnillo, Zacatecas, where
he was born on August 9, 1955 (nineteen hundred and fifty five), neighbour of
Zapopan, Jalisco, domiciled on Paseo San Rafael number 2897 (two thousand
eight hundred and ninety seven), Fraccionamiento Valle Real, and registered
with the Federal Taxpayer Registration with the number | NN ---

--- Mrs. Rebeca Medina Merino, Mexican of legal age, married under the
conjugal regimen society, original from Guadalajara, Jalisco, where she was
born on December 3 (third), 1958 (nineteen fifty eight), neighbour of Zapopan,
Jalisco, domiciled on Paseo San Rafael number 2897 (two thousand eight
hundred and ninety seven), Fraccionamiento Valle Real, and registered with
the Federal Taxpayer Registration with the number NG -




--- Mr. Ramon Tomas Davila Flores, Mexican of legal age, married under the
conjugal regimen society, original from Saltiilo, Coahuila, where he was bomn
on May 30 (thirty), 1953 (nineteen fifty three), neighbour of Durango, Durango,
domiciled on Benito Crespo number 300, Colonia Nueva Vizcaya, and registered
with the Federat Taxpayer Registration with the number ||| . -

--- |, THE NOTARY GIVE FAITH AND CERTIFY: ----

--- I. Of the veracity of the act; ---

--- Il. Of which the persons appearing are of my personal knowledge;---

--- 1ll. That the annexes of this Agreement are set in the appendix of this
document and certified copies will be attached of the testimonies issued;---

--- IV. That | consider them with the legal capacity necessary to agree and
commit themselves;---

---V. That the persons appearing read this notarial instruments by themselves;-
---Vl. That | explained its contents, as well as its value and legal reach, and
that once they were aware of it, they ratify it and signed before the
subscribed.- | GIVE FAITH. ---

Mrs. Rebeca Medina Merino.
Mr. Eduardo Chico Sanchez.

Mr. Ramaén Tomas Davila Flores.
Personally.

Mr. Ramén Tomas Davila Flores.
On behalf of FIRST MAJESTIC RESOURCES

STOCK PURCHASE AGREEMENT ENTERED INTO ON ONE PART MR. EDUARDO
CHICO SANCHEZ, MRS. REBECA MEDINA MERINO, MR. EDUARDO CHICO
MEDINA, MR, RICARDO CHICO MEDINA AND MR. JUAN PABLO CHICO MEDINA,
BY THEIR OWN RIGHT, HEREINAFTER REFERRED TO AS THE SHAREHOLDERS OF
DESMIN, PUBLIC LIMITED CORPORATION OF VARIABLE CAPITAL, HEREINAFTER
REFERRED TO AS DESMIN, AND ON THE OTHER PART MR. RAMON TOMAS
DAVILA FLORES REPRESENTING FIRST MAJESTIC RESOURCE CORP.
HEREINAFTER REFERRED TO AS FMR, IN COMPLIANCE WITH THE FOLLOWING
RECITALS AND SUBSEQUENT CLAUSES:---

--- FIRST.- The parts who are signing this Agreement recite that it is part of the
total sale of the shares of DESMIN, out of which 16 (sixteen) of them have been
sold by Mrs. Rebeca Medina Merino, with the consent of her husband Mr.
Eduardo Chico Sanchez, who now comes to sell the rest to FMR. For this
reason, this Agreement is linked to the one Mrs. Rebeca Medina Merino and




her husband signed in public writing to formalize the sale of the 16 shares
mentioned above. ---

--- SECOND.- Mr. Eduardo Chico Sanchez states:---

--- A). That his name is as it has been written, that he is Mexican of legal age,
married under the conjugal regimen society and to be registered with the
Federal TaxPayer Registration with the code | NG ---

--- B). That he is the legitimate owner and possessor of 8 (eight) common,
ordinary, nominative shares totally subscribed and paid for, and therefore
released with a nominal value of MXN$1,000.00 (one thousand 00/100 Mexican
Pesos) each, representing16.00% (sixteen percent) of the share capital of
DESMIN, S. A. DE C. V., represented by the Share certificates number 7 (seven)
and number 8 (eight}.---

--- C). That he currently has the position of Sole Administrator of DESMIN, and
that in virtue of the performance of his execution in this position, he manifests
in a declarative but non limitative way that the society is up-to-date and has
fulfiled all and each of its fiscal, administrative, labour, social security,
contractual, and financing obligations, among others.---

--- D). That DESMIN presently has a Mining Exploitation Agreement with the
society called Minera La Encantada, S. A. de C. V., hereinafter referred to as
the Agreement of Exploitation to expire on June 30, 2009 which may be
extended for an additional 5-years as per the conditions detailed in the same
agreement. A copy of the Agreement is being attached to this Agreement as
Annex “A”,---

--- E). That DESMIN has fulfilled alt and each of the obligations contracted in
virtue of the Exploitation Contract and that up to date there has been no
communication at all by Minera La Encantada, S. A. de C. V., for lack of
fulfillment of any of the obligations derived from the Exploitation Agreement.--

--- F) That the execution of the works required in virtue of the Exploitation
Agreement have been carried out efficiently and opportunely. Likewise, that it
has fulfilled the dispositions of the Mining Law and its Policies as well as the
other laws linked to the exploitation of concessions.---

--- G) That it has fully and punctually paid the consideration agreed with
Minera La Encantada, S.A. de C.V. based on which up to the date on which this
Agreement is entered into, DESMIN has no debt with Minera la Encantada, S.A.
de C.V., for this concept.---

--- H) That the Exploitation Agreement is valid under the terms of its first
clause, that it has not been modified in any way and that up to the date on



which this Agreement is entered into, there s no arrangement or
understanding to modify or limit the end of its validity or any other obligation
included in it. Likewise, Mr. Eduardo Chico Sanchez states and guarantees
that besides the Exploitation Agreement done with Minera La Encantada, 5.A.,
there has been no other agreement or contract related to the concessions and
the mill that is currently valid.---

--- 1) That up to the date on which this Agreement is entered into, DESMIN has
not incurred in any lack of fulfillment of the obligations acquired with Minera
ta Encantada, S.A. de C.V. in accordance with the Exploitation Agreement,
including Act of God or Force Majeure events that generate or could generate
the anticipated termination of the Exploitation Agreement or its rescission, for
which it manifests that it is free of any responsibility with Minera la Encantada,
S. A. de C. V., for these reasons.---

--- J) That the mining concessions contemplated in the Exploitation Agreement,
hereinafter referred to as the Mining Concessions, are free of any encumbrance
or timitation of dominion and that they are up to date with the fulfillment of
the obligations established by the Mining Law and its Policies, for which added
to this Agreement as Annex “B” is the proof referred to in Article 23 (twenty
three) of the Mining Law, through which it is accredited that the Mining
Concessions are current and in good legal standing. ---

--- K) That the Mining Concessions are current in the payment of the
corresponding surface rights up to the second semester of 2006 (two thousand
and six), manifesting that under this concept, there is no variation or tack of
exactitude in the payments that have been done up to this date. ---

--- L) That in virtue of the mining activities and work, including the exploration
and exploitation developed on the Mining Concessions protected under the
Exploitation Agreement, DESMIN and/or Minera La Encantada, S.A. de C.V.
have completely abided by the Mining Legislation, including in a declarative
but non-limitative way, the fulfillment of their labour, fiscal and
environmental obligations. ---

--- M) That the conditions in which the Mining Concessions are protected under
the Exploitation Agreement and the activities developed in them, totally abide
by the applicable environmental legislation of any kind, inctuding in a
declarative but non-limitative way, anything related with the storing and
disposition of residues and remainders. ---

--- N) That up to the date of execution of this Agreement, there are no orders,
requirements or current complaints or in progress, related to environmentat
issues or any other legal nature with respect to the concessions and the
operation of the mill, nor on virtue of the celebration and execution of the
Exploitation Agreement, neither regarding the activities developed on it, that




it has no knowledge of any reason to suppose that those orders, requirements
or complaints could be generated by any authority or any third party. ---

---THIRD.- Mrs. Rebeca Medina Merino states: ---

--- 0). That her name is as it has been written, that she is Mexican of legal age,
married under the conjugal regimen society and to be registered with the
Federal TaxPayer Registration with the number

--- P). That she is the legitimate owner and possessor of 4 (four) common,
ordinary, nominative shares totally subscribed and paid for, and therefore
released with a nominal value of MXN$1,000.00 (one thousand 00/100 Mexican
Pesos) each, representative of the 8.00% (eight percent) of the share capital of
DESMIN, represented by the Share certificates number 5 (five) and number 6
{six}).---

--- FOURTH.- Mr. Eduardo Chico Medina states:---

--- Q). That his name is as it has been written, that he is Mexican of legal age,
single and to be registered with the Federal TaxPayer Registration with the
number [N -

--- R). That he is the legitimate owner and possessor of 15 (fifteen) common,
ordinary, nominative shares totally subscribed and paid for, and therefore
reteased with a nominal value of MXN$1,000.00 (one thousand 00/100 Mexican
Pesos) each, representing 30.00% (thirty percent) of the share capital of
DESMIN, represented by the Share certificates number 9 (nine), 10 (ten), 11
(eleven), 12 {twelve) and 13 (thirteen).---

--- FIFTH.- Mr. Ricardo Chico Medina states:---

--- S). That his name is as it has been written, that he is Mexican of legal age,
single and to be registered with the Federal TaxPayer Registration with the
number [N,

--- T). That he is the legitimate owner and possessor of 4 (four) common,
ordinary, nominative shares totally subscribed and paid for, and therefore
released with a nominal value of MXN$1,000.00 (one thousand 00/100 Mexican
Pesos) each, representing 8.00% (eight percent) of the share capital of
DESMIN, represented by the Share certificates number 14 (fourteen) and 15
(fifteen).---

--- SIXTH.- Mr. Juan Pablo Chico Medina states:---
--- U). That his name is as it has been written, that he is Mexican of legal age,

single and without registry with the Federal TaxPayer Registration.---
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--- V). That he is the legitimate owner and possessor of 3 (three) common,
ordinary, nominative shares totally subscribed and paid for, and therefore
released with a nominal vatlue of MXNS$1,000.00 (one thousand 00/100 Mexican
Pesos) each, representing 6.00% (six percent) of the share capital of DESMIN,
represented by the Share certificate number 16 (sixteen).---

--- SEVENTH.- Mr. Eduardo Chico Sanchez, Mrs. Rebeca Medina Merino, Mr.
Eduardo Chico Medina, Mr. Ricardo Chico Medina and Mr. Juan Pablo Chico
Medina state:---

--- W) That on their character as DESMIN shareholders, they know the contents
of the recitals done in this Agreement by Mr. Eduardo Chico Sanchez in his
right as shareholder and Sole Administrator of DESMIN, and they ratify in all
their parts the content of these recitals.---

--- EIGHT.- FMR states through its Attorney: ---

--- A). That it is a Canadian society properly incorporated under the laws of
Canada.---

--- B) That it is properly represented in this act by Mr. Ramon Tomas Davila
Flores who has the power and authority to execute this Agreement on its
behalf, and that these powers have not been revoked, limited or modified in
any way. ---

--- C) That in virtue of the statements of Mr. Eduardo Chico Sanchez and the
shareholders, they desire to enter into this Stock Purchase Agreement under
the terms detaited below, ---

--- NINTH.- The parties state under their own right, or through their Attorney:-

--- A) That they mutually recognize their capacity and personality with which
they agree to enter into this Agreement, with the faculty to obligate
themselves and obligate their superiors respectively, to the terms and
conditions explained in it.---

--- B). That they desire to enter into this Agreement according to the contents
of the following:---

--- FIRST.- Object of the Contract.---

--- Mrs. Rebeca Medina Merino, with her husband’'s consent, Mr. Eduardo
Chico Sanchez, sells and transfers without reservation or limitation and free of
any encumbrance to FIRST MAJESTIC RESOURCE, CORP., and FMR is buying 4
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common, ordinary, nominative shares fully subscribed and paid, and therefore
released, representative of 8.00% (eight) percent of the share capital of
DESMIN represented by the Share certificates number 5 (five) and 6 (six). ---

--- Mr. Eduardo Chico Sanchez, with the consent of his wife, Rebeca Medina
Merino, and Eduardo Chico Medina, Ricardo Chico Medina and Juan Pablo
Chico Medina, sell their shares that aggregate 60% (sixty percent) of the share
capital of DESMIN, to FMR; and FMR buys, without any reserve or limitation
and free of any encumbrance.---

--- SECOND.- The set price for the total sale of the shares is the amount of
USD$1,000,000.00 (one million US dollars) that will be paid as follows:--

------- USD$500,000.00 (five hundred thousand US dollars), exactly on
January 31, 2007 (January thirty first, two thousand and seven), which will be
divided among the shareholders in the same proportion as their shares; and---
------- USD$500,000.00 (five hundred thousand US dotlars), exactly on April
30, 2007 (April thirtieth, two thousand and seven) which will be divided among
the shareholders in the same proportion as their shares.---

--- The set payments will be made in Mexican Pesos, considering the exchange
rate set up by the Banco de Mexico for the previous day to the payment date.
It will be deposited into the accounts that will be provided to FMR to this
effect, one day in advance to the date of the deposit. In case there is a delay
in the payment, the sellers will choose the exchange rate among the set one or
any other from that day to the day before the payment is made.---

--- The parties agreeing in this act manifest and agree that the price of the
shares, subject of this instrument, is fair and without any harm to any of the
parties.---

---THIRD.- However, any stipulation against the established in this document, if
FMR incurs a breach (the “Part in Breach”) with respect to the payment
obligation established in this Agreement, the affected part for this Breach
(“the Affected Part”), will be able to notify with a written notice the
specifications of that breach (“Breach Notice”) to the Part in Breach so that:---

a) During the first 5 (five) days after receipt of the Breach Notice referred
to any lack of fulfillment of the payment of any of the amounts that
must be paid under the terms of this Agreement, the Part in Breach: (i)
pays the total sum of those unpaid amounts to the Affected Part; or (ii)
accredits that those amounts have been paid already.---

---if FMR does not pay the set amounts in the immediate previous clause

promptly once the notice referred in the previous paragraphs is made, then it
will pay a daily penalty interest equivalent to 0.083% (zero point zero eighty
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three percent) of the amount that has not been paid. If FMR delays the
payment for more than 30 (thirty) days, being the total or partial amount from
the corresponding set price, the sellers may opt for the rescission of this
Agreement and the signed one in public writing, communicating this situation
in writing and FMR and Ramon Tomas Davila Flores must give back the share
certificates acquired from Mrs. Rebeca Medina Merino in good faith. If the
delay occurs regarding the payment of April 30, 2007 (April thirty, (two
thousand and seven) and if the selling party opts for the rescission, it will
retain, as a penalty, US$1,000,000.00 (one million US dollars) previously paid in
good faith. FMR and Ramon Tomas Davila will give the share certificates back
properly endorsed to their original owners, ---

---FOURTH.- Delivery of the certificates that represent the shares, ---

--- Mr. Eduardo Chico Sanchez, Mrs. Rebeca Medina Merino, Mr. Eduardo
- Chico Medina, Mr. Ricardo Chico Medina and Mr. Juan Pablo Chico Medina,
deliver the certificates number 7 (seven} and 8 (eight), 5 (five) and 6 (six}, 9
{nine), 10 (ten), 11 (eleven), 12 (twelve) and 13 (thirteen), 14 (fourteen}, 15
{fifteen) and 16 (sixteen) at the office of the Lawyer Mr. Pedro Vazquez Nieto,
entitled of the Public Notary's office number 21 twenty one, in the city of
Guanajuato, Guanajuato, with the explicit instruction given by Mr. Eduardo
Chico Sanchez, Mrs. Rebeca Medina Merino, Mr. Eduardo Chico Medina, Mr.
Ricardo Chico Medina y Mr. Juan Pablo Chico Medina to the Public Notary
that these will be endorsed and delivered to FMR once it has been irrefutably
proved that the payment has been made in compliance with the established in
this Agreement.---

--- The sellers of the shares are committed to endorse to FMR the shares that
are left under the Public Notary’s defense, lawyer Mr. Pedro Vazquez Nieto, on
the same day on which the set price is totally paid. If they do not do it
voluntarily on the payment day of January 31, 2007 {January thirty first, two
thousand seven), and they have to be legally enforced to do it, they will pay a
penalty of US5500,000 (five hundred thousand US dollars). If they do not do it
voluntarily on the payment of April 30, 2007 (April thirty, two thousand seven),
and they have to be enforced to do it by law, then they will pay a penalty of
US$1,000,000.00 (one million US dollars).

--- Likewise, Mr. Eduardo Chico Sanchez, Mrs. Rebeca Medina Merino, Mr.
Eduardo Chico Medina, Mr. Ricardo Chico Medina y Mr. Juan Pablo Chico
Medina must grant a Special Irrevocable Power to the people assigned by FMR
for this effect, to represent the shares pending of purchase, payment and
delivery at the Ordinary and Extraordinary Meetings that, in its case, are to be
entered into and they vote for these shares regarding the issues to be discussed
on the corresponding Agenda.---
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--- FIFTH.- ADDITIONAL OBLIGATIONS. ---

--- When this Agreement is signed, Mr. Eduardo Chico Sanchez, in his right as
sole Administrator, is committed to:---

---1. To do the restatement of the financial statements according to the
Bulletin B-10; to determine and register the deferred taxes according to the
Bulletin D-4 of norms and financial information; and to calculate and register
the severance accrual of the employees of DESMIN to this to October 31, 2006
(October thirty first, two thousand and six).---

--- 2. Once the financial statements are closed, DESMIN will do an accounting
and fiscal pre-closing in order to determine the accounting profit and the fiscal
result of January 1 (first) to October 31(thirty first), 2006 (two thousand and
six). Also, it will determine the Capital Gains Tax (ISR) and the share of profits
(PTU) corresponding to the mentioned fiscal result. In addition, a cash flow
statement from January 1(first) to October 31 (thirty first}, 2006 (two thousand
and six) should be done in order to know how the resources were applied. ---

--- 3. Once the necessary accounting adjustments are concluded, Mr. Eduardo
Chico Sanchez is committed to resign to his position of Sole Administrator and
FMR will commit to assign a new Sole Administrator in the Ordinary General
Meeting to be arranged for that effect. Moreover, it will assign Mr. Eduardo
Chico Sanchez as the Commissary, once the present Commissary is dismissed.

--- FMR is committed to:---

--- 4. To pay in January 2007 (two thousand and seven} and once the
accounting and fiscal closing of the exercise are determined, the amount of the
net fiscal profit determined to October 31(thirty first), 2006 (two thousand and
six). The 16 (sixteen) shares sold today as per the motive of this Purchase
Agreement, have no right to the profit generated from January 1 (first) to
October 31, 2006 (two thousand and six). The profits generated for the ten-
month term ended on October 31 (thirty first), 2006 (two thousand and six},
will be divided by the 34 (thirty four) shares of the current shareholders.---

--- 5. The amount of the net fiscal profit determined to October 31(thirty first),
2006 (two thousand and six), will be paid by DESMIN to the current owners of
the DESMIN shares, once the fiscal closing of 2006 (two thousand and six) is
finished in January 2007 {two thousand and seven), only for the part generated
until October, 2006 (two thousand and six). In addition, a cash flow statement
from November 1 (first) to December 31 (thirty first), 2006 (two thousand and
six) should be elaborated in order to know how the resources were applied.---

--- 6. Likewise, Mr. Eduardo Chico Sanchez and Mrs. Rebeca Medina Merino are
committed to pay the account to be charged to them including interest at the
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moment of the payment of dividends decreed by the Shareholders meeting
referred to in the previous section 4 (four).---

--- SIXTH.- Freedom of encumbrances. ---

--- The shareholders explicitly declare that the shares, subject of this
instrument, are free of any encumbrance and limitation of dominion. ---

--- SEVENTH.- Responsibility and improvement in case of eviction. ---

--- The shareholders guarantee to FMR the validity of the certificates that
represent the shares, subject of this instrument, as well as their respective
proprietorship and possession rights. Likewise, Mr. Eduardo Chico Sanchez,
Mrs. Rebeca Medina Merino, Mr. Eduardo Chico Medina, Mr. Ricardo Chico
Medina y Mr. Juan Pablo Chico Medina are obligated to improvement in case
of eviction under the terms of the Law, as well as to keep FMR peacefully and
out of danger from any complaint of a third party that could emerge as a result
of charges or encumbrances on the actions mentioned above. ---

--- EIGHTH.- Taxes. ---

--- All the taxes generated from the purchasing operation contemplated herein
will be charged to the party that causes these taxes in conformity with the
established in the applicable fiscal tegistation. The fees, expenses and taxes
that are generated with the formalization of this instrument will be charged to
FMR. ---

--- NINTH. Jurisdictional submission and applicable legislation. ---

- The Parties explicitly submit themselves to the Jurisdiction of the
competent Courts of the city of Guanajuato, Guanajuato, its Laws and Policies
and other current legal dispositions, in order to solve any controversy that
emerges from the interpretation, fulfillment and/or execution of the agreed in
this Agreement, resigning to any other jurisdiction that because of their
present or future domiciles, or any other cause or reason of jurisdictional
competency could correspond. ---

--- Mr. Ramon Tomas Davila Flores accredits the legal existence of FIRST
MAJESTIC RESOURCE, CORP.
--- Mr. Ramon Tomas Davila Flores accredits his character as Attorney.

--- Mr. Eduardo Chico Sanchez, Mexican of legal age, married under the
conjugal regimen society, Geologist, original from Fresnillo, Zacatecas, where
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he was born on August 9 (ninth), 1955 (nineteen hundred and fifty five),
neighbour of Zapopan, Jalisco, domiciled on Paseo San Rafael number 2897
(two thousand eight hundred and ninety seven), Fraccionamiento Valle Real,
and registered with the Federal Taxpayer Registration with the number

--- Mrs. Rebeca Medina Merino, Mexican of legal age, married under the
conjugal regimen society, original from Guadalajara, Jalisco, where she was
born on December 3 (third), 1958 (nineteen fifty eight), neighbour of Zapopan,
Jalisco, domiciled on Paseo San Rafael number 2897 (two thousand eight
hundred and ninety seven), Fraccionamiento Valle Real, and registered with
the Federal Taxpayer Registration with the number [N ENNENEN. ----

--- Mr. Eduardo Chico Medina, Mexican of legal age, single, original from
Guadalajara, Jalisco, where he was born on December 31 (thirty first), 1979
{nineteen hundred and seventy nine), neighbour of Zapopan, Jalisco, domiciled
on Paseo San Rafael number 2897 (two thousand eight hundred and ninety
seven), Fraccionamiento Valle Real, and registered with the Federal Taxpayer
Registration with the number — -

--- Mr. Ricardo Chico Medina, Mexican of legal age, single, student, original
from Guadalajara, Jalisco, where he was born on November 21 (twenty first),
1982 (nineteen hundred and eighty two), neighbour of Zapopan, Jalisco,
domiciled on Paseo San Rafael number 2897 (two thousand eight hundred and
ninety seven), Fraccionamiento Valte Real, and registered with the Federat
Taxpayer Registration with the number ||| . ---

--- Mr. Juan Pablo Chico Medina, Mexican of legal age, single, student, originat
from Guanajuato, Guanajuato, where he was born on September 17
(seventeen), 1988 (nineteen hundred and eighty eight), neighbour of Zapopan,
Jalisco, domiciled on Paseo San Rafael number 2897 (two thousand eight
hundred and ninety seven), Fraccionamiento Valle Real, and without registry
with the Federal Taxpayer Registration.---

--- Mr. Ramon Tomas Davila Flores, Mexican of legal age, married under the
conjugal regimen society, original from Saltillo, Coahuila, where he was born
on May 30 (thirty), 1953 (nineteen fifty three), neighbour of Durango, Durango,
domiciled on Benito Crespo number 300, Colonia Nueva Vizcaya, and registered
with the Federal Taxpayer Registration with the number | NN ---

---This Agreement is signed in the City of Guadalajara, Jalisco, on November 4
(fourth), 2006 {(two thousand and six). ---

“signed”
Mr. Eduardo Chico Sanchez
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“signed”
Mrs. Rebeca Medina Merino

“signed”
Mr, Eduardo Chico Medina

“signed”
Mr. Ricardo Chico Medina.

“sighed”
Mr. Juan Pablo Chico Medina

“signed”
Mr. Ramon Tomas Davila Flores

On behalf of FIRST MAJESTIC RESOURCE, CORP,
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ANNEX “A”

EXPLOITATION AGREEMENT EXECUTED ON ONE PART BY MINERA LA
ENCANTADA, S.A. DE C.V. REPRESENTED BY ITS ATTORNEY MR. JAIME
LOMELIN GUILLEN, “THE CONCESSIONAIRE” AND ON THE OTHER PART
DESMIN, S.A. DE C.V., *“THE EXPLOITER® REPRESENTED BY ITS
ATTORNEY MR. EDUARDO CHICO SANCHEZ, BEING BOTH SUBJECT TO
THE FOLLOWING RECITALS AND CLAUSES.

RECITALS

“THE CONCESSIONAIRE" recites:
a) Thatit is a mining company incorporated according to the Laws of Mexico
registered with the Federal Taxpayer Registry number
b) That it is the only registered titleholder of the exploitation rights of the
mining concessions that comprise the lots, hereinafter “THE LOTS”.

NAME OF THE LOT TITLE NO. AREA HAS.
ENCANTADA 143943 75.0000
EL PAJARITO 167061 9.0000
MONTECARLO 167062 9.0000
EL TIGRE 167065 41.0000
EL CAMELLO 167066 75.0000
LOS ANGELES 167067 20.0000
AMPL. DE LOS ANGELES 167068 27.2300
EL GRANIZO 167069 25.0000
LA PRESITA 167070 25.0000
REGALADO 167071 100.0000
EL GOLPE 10 178385 40.0000
ROSITA NO. 19 189752 79.9525
LOS ANGELITOS 189758 27.2300
LOS ANGELITOS 2 189759 27.2300
LOS ANGELITOS 3 190341 16.0000
LA PRESITA 10 194878 100.0000

¢) That it is the owner of a mill to process minerals through the flotation
process with an operating capacity of 1000 tons per day.

d) That it has a residential complex with 160 houses and a clinic, a church,
schools, kindergarten, Elementary, Middle School, Community Centre, two
stores, a butcher's shop, two recreation centres, a union building, a
training centre, and three hotels located in the township of La Encantada,
municipality of Ocampo, Coahuila.

e) That “THE LOTS" are located in the municipaliies of Ocampo and




g)

h)

b))

k)

Muzquiz, Coahuila.

That the mining concessions that comprise “THE LOTS" are up-to-date
with their obligations as titleholders according to the Mining Law and its
Ruling, especially to what is referred to the payments of rights of
exploration and exploitation mining concessions.

That the rights derived from the mining concessions that comprise “THE
LOTS” are free of any encumbrance, lien or any kind of ownership
limitation.

That through this agreement, they desire to grant to “THE EXPLOITER”
the right to develop, explore and exploit “THE LOTS’ referred to on
section b) of this recital.

Likewise, it authorizes the use to “THE EXPLOITER® of the mining
constructions, the mill, the tailing ponds in operation and out of operation,
and any other facilities mentioned in section d) of the previous Recital |,
and all the lands that comprise the facilities located in the Municipality of
Ocampo, Coah. of which it is owner.

That it has provided “THE EXPLOITER" with the information related to
reserves, mineral contents and metallurgical processes, in good faith, but
it does not guarantee the contents of it.

That its attorney Mr. Jaime Lomelin Guillen has the authority to bind it to
the terms of this agreement.

“THE EXPLOITER” recites:

a)

b)

c)

That it is a mining company incorporated according to the Law of Mexico
and that it desires that “THE CONCESSIONAIRE" grants to it the right to
develop, explore and exploit “THE LOTS". Also, that it has the legal,
economic and technical faculty to enter into this agreement, to prepare, to
develop and to explore and exploit the mining deposits. In addition, it
recites that its registration number with the Federal Taxpayer Registry is

That it receives the properties mentioned in section i) of the previous
Recital | of this chapter of recitals in this agreement in order to use them
and with the purpose of reaching the goal of this agreement.

That its attorney, Mr. Eduardo Chico Sanchez, has the authority to
represent it and to bind it to the terms of this agreement.

d) That it has seen all the information provided by “THE




CONCESSIONAIRE” and that it knows the conditions of the place,
showing full conformity with them.

Having done the previous recitals, both parties are obligated to the following:
CLAUSES

FIRST.- “THE CONCESSIONAIRE" grants to “THE EXPLOITER” the right to
exploit, and on its case, to explore “THE LOTS” mentioned on Recital i, section
b) of this agreement during a 5-year term that could be expanded to 5 more as
per “THE EXPLOITER's” request, as long as “THE CONCESSIONAIRE" does
not validate the right explained in the next paragraph, computable from the date
on which this agreement is signed.

“THE CONCESSIONAIRE” keeps the right to finalize this agreement in case
“THE EXPLOITER" discovered a volume of mineral that could allow the
exploitation at a rate of 20,000 tons or more per month for an approximate term
of 8 years. In case both parties disagreed on the previous assumption, a third
expert's opinion will be used to decide on the controversy and the parties have to
bind to the third expert's opinion. If there was no agreement to designate the
expert, any of the parties could ask the College of Engineers to make the
designation. In case this happened, “THE EXPLOITER" could make a proposal
to “THE CONCESSIONAIRE" who will analyze it, and as a group, they will solve
the situation.

SECOND.- “THE CONCESSIONAIRE” grants to “THE EXPLOITER” the onerous
use of the mining construction, the mill, the tailings ponds, and other facilities
referred to in section i) of Recital | of the Recital chapter of this agreement, which
are located in the Municipality of Ocampo, Coah., and all the lands on it
described in Annex 1 part of this agreement. The consideration for this use is
included in the payment of the royalty indicated in the net clause. “THE
CONCESSIONAIRE" is prohibited to have children living in the employee's
neighborhood. The fack of fulfillment of this obligation will be cause of rescission
of this agreement.

Also, Annex 1 has the certificate of delivery of the inventory list.

“THE EXPLOITER” must maintain the properties as described in the previous
paragraph, and keep them in optimum working condition under regular use.

THIRD.- As a consideration for the right to exploit, and on its case, to explore
“THE LOTS”, “THE EXPLOITER" is obligated to pay a royalty to the “THE
CONCESSIONAIRE". This royalty will be calculated as per the table indicated
below about the Net Smelter Return, which will be calculated by deducting the
payment that the first hand buyer makes to “THE EXPLOITER’, the charges
resulting of the smelting and refining treatments of the concentrates, the




precipitate, as well as the penalties and any encumbrance legally imposed and
with general character to the production or exportation of minerals. The
deductions include the cost of the freight from the mill to the place where the
buyer of the concentrate is located, applying the percentages indicated below as
per the current price for silver that is mentioned, to:

PRICE OF AG IN USD PERCENTAGE
UP TO 4.40 DLS. 5%
FROM 4.41 TO 4.6 DLS. 6%
FROM 4.61 TO 4.7 DLS. 7%
FROM 4.71 TO 4.8 DLS. 8%
FROM 4.81 TO 4.9 DLS. 9%
FROM 4.91 AND BEYOND 11%

The quotation of the payment established in the Net Smelter Return will be
considered as a reference in order to determine the price of silver mentioned in
the previous paragraph, with which the smelter, MET-MEX PENOLES, S.A. DE
C.V. pays to “THE EXPLOITER".

“THE EXPLOITER" is obligated to sell to MET-MEX PENOLES, S.A. DE C.V. the
concentrates obtained pursuant to this exploitation agreement. “THE
EXPLOITER” authorizes MET-MEX PENOLES, S.A. DE C.V. to do the
necessary discounts for the payment of the royalty and to give it to “THE
CONCESSIONAIRE”, who will give “THE EXPLOITER" the invoices according to
the fiscal requirements.

FOURTH.- “THE CONCESSIONAIRE" will have the right to inspect the work
done by “THE EXPLOITER” during business hours and without interfering with its
work.

Likewise, “THE CONCESSIONAIRE” will have the right to know every month the
volumes of mineral extracted from “THE LOTS” by “THE EXPLOITER”", and to be
provided with the contents of the heads, tailings and precipitate concentrates, as
well as the content of moisture and the shipments of the products.

All the minerals for which a royalty could be paid will have to be measured,
sampled and analyzed in conformity with the accepted mining and metallurgical
practices. This sampling will be done when they are delivered to MET-MEX
PENOLES, S.A. DE C.V. “THE CONCESSIONAIRE™ will have the right to
designate a representative that is present when the samples are taken, with
charge to "THE CONCESSIONAIRE”, and as long as that designation is
informed to “THE EXPLOITER".

All the books and registries used by “THE EXPLOITER” to calculate the royalties
will be done according to the generally accepted accounting principles in Mexico.




In case “THE EXPLOITER” processes again tailings, lands or any other residues
coming from “THE LOTS”, then the royalties will be payable under the same
terms as mentioned above.

“THE EXPLOITER” agrees that the first hand purchaser pays directly to “THE
CONCESSIONAIRE” of every liquidatation, the corresponding royalty.

FIFTH- In case the calculated royalty is less than the equivalent amount of
USD$5,000.00 (five thousand US dollars), “THE EXPLOITER" is obligated to
pay to “THE CONCESSIONAIRE" a monthly minimal royalty of US$5,000.00 (five
thousand US dollars).

SIXTH.- Al the payments that “THE EXPLOITER"™ makes to- “THE
CONCESSIONAIRE” for royalty or any other concepts will be subject to
discounts or withholdings imposed by the fiscal or tributary laws, being VAT
under “THE EXPLOITER's" charge. "THE CONCESSIONAIRE’ is obligated to
provide an invoice that includes all the requirements established by the Fiscal
Law.

SEVENTH.- The parties agree on the production program annexed at the end of
this agreement (Annex 2). Subsequently and depending on the exploration
results, they will elaborate together an annual program for the mining and
extraction of the mineral on which tonnage, laws and production places will be
determined.

EIGHTH.- “THE EXPLOITER” is obligated to develop exploration and
development activities of 200 meters per month during the first six months from
the date this agreement is signed. After these six months, “THE EXPLOITER” is
obligated to develop exploration and development activities of 250 meters per
month during the validity of this agreement.

NINTH.- “THE EXPLOITER" is obligated to do a diamond drilling exploration
program commencing twelve months after “THE EXPLOITER" had started its

activities and coordinating this program with the area of exploration of the Mining
Division of “THE CONCESSIONAIRE".

TENTH.- “THE CONCESSIONAIRE” delivers to “THE EXPLOITER” the material
they have in storage having ‘THE EXPLOITER" to pay to °“THE
CONCESSIONAIRE” the price of the consumed or used material the month after
it was used. These materials are related to Annex 3, which forms an integral part
of this agreement. “THE EXPLOITER” is obligated to assume the responsibility
as a depositary in respect to the goods as per the legal effects that could take
place.

ELEVENTH.- “THE CONCESSIONAIRE" is obligated to deliver “THE LOTS", the




object of this contract, free of any encumbrance and up-to-date with all the taxes
and rights payments. Subsequent to the signature of this agreement, “THE
EXPLOITER" is obligated to reimburse to “THE CONCESSIONAIRE" the
corresponding expenses to the surface rights originated during the validity of this
agreement as a consideration for the right to exploit “THE LOTS", with the
corresponding knowledge of receipt and to facilitate the invoices of exploration
and exploitation expenses to prove the investment obligations during the validity
of the exploitation agreement.

TWELFTH.- The right to exploit and explore “THE LOTS" that are granted to
“THE EXPLOITER” authorizes it:

a) To introduce any machinery and equipment to “THE LOTS’ in order to
conduct an adequate mining exploitation.

b) To build all the facilities and construction necessary to perform this
exploitation.

¢) To freely access *THE LOTS” by “THE EXPLOITER" or any of its
contractors and other personnel.

d) To do all the necessary and convenient acts in order to perform technically
rational exploitation always abiding strictly to the applicable law.

THIRTEENTH .- Besides the obligations mentioned in the previous clauses, “THE
CONCESSIONAIRE" will have to do as follows for as long as this agreement is
valid:

a) To maintain valid the titles of the mining concessions existent on “THE
LOTS".

b) To maintain the rights derived by the mining concessions that comprise
“THE LOTS" free of any encumbrance, lien or any kind of ownership
limitation.

c) To maintain “THE EXPLOITER” free and safe of any complaint that could
arise against it, and caused by imputable acts directy to “THE
CONCESSIONAIRE" and from which it would not have any responsibility
as they were caused before entering into this agreement.

FOURTEENTH.- “THE CONCESSIONAIRE” will be able to assign or tax the
rights over the mining concessions that comprise “THE LOTS", subject of this
contract, without restricting, modifying or obstructing in any way the rights of
“THE EXPLOITER’ included in this agreement.

FIFTEENTH.- During the time in which this agreement is valid, "THE




EXPLOITER” will have the following obligations besides the ones mentioned
already:

a) To maintain “THE CONCESSIONAIRE” free and safe of any complaint

b)

that the workers and contractors may do at any time against “THE
EXPLOITER", derived of the employer-employee relationship caused by
situations that happened during the validity of this agreement and the
termination of it. For this reason, “THE EXPLOITER" is obligated under
their strictest responsibility to make “THE CONCESSIONAIRE", in a term
not to exceed six months, free and safe of any complaint related with the
Federal Working Law, Social Security Law, The Infonavit Legislation, the
Fiscal or Tributary Legislation or any other valid legal disposition in which
the person or individuals in charge of the mining exploitation, as there will
not exist any individual working relationship, individual working agreement,
juridical subordination, nor any other link of working rights between “THE
CONCESSIONAIRE” and the individual(s)that will be in charge of the
mining exploitation. For this reason, it is fully established that that
individual(s) are workers of “THE EXPLOITER". As a consequence, the
totality of their wages or salaries, employment benefits and any other
benefit or severance payments that the natural person(s)would have the
right to, “THE EXPLOITER" will be the only and exclusive responsible
company that will be the only boss and only responsible in front of the
mentioned individual(s), as it counts with their own and sufficient elements
to conduct the object of this agreement, and to cope with their working
obligations that may have derived from the execution of this instrument.

“THE EXPLOITER” is obligated to punctually fulfill with all the obligations
under its charge derived of the legal orders previously cited, and it is
obligated as well to prove that fulfillment with the payment receipts and
any other documentaton as a written petiton by “THE
CONCESSIONAIRE", in the intelligence that a violation of the established
here is cause of termination without damage of other causes included in
the law or in the clauses of this agreement for “THE CONCESSIONAIRE".

The parties agree that the term established in the first paragraph of this
clause could be extended as per “THE CONCESSIONAIRE’s” option.

To not allow “THE LOTS’ to be explored or exploited by third parties or
individual(s).

To perform the investments, constructions and sufficient jobs on “THE
LOTS" to fulfill the obligations established by the Mining Law and its
Ruling. “THE EXPLOITER" will provide “THE CONCESSIONAIRE" with
the corresponding documentation before each period of assessment
works is finished.




d)

g)

h)

»

k)

)

To deliver to “THE CONCESSIONAIRE” on a monthly basis a detailed
map of the executed work, its localization in the lots, the extracted
volumes and the mineral assays and technical opinion.

To reimburse to “THE CONCESSIONAIRE" the expenses incurred by
“THE CONCESSIONAIRE", computers rentals, property taxes, water right,
telephonic communication, as consideration for the right to exploit and
explore “THE LOTS”.

To fulfill the requirements established in the explosives permit.

To perform the maintenance and expansion of the tailing ponds to its own
cost and in conformity with the applicable orders and according to the
requirements of the competent authorities.

Not to conduct oil change or any equipment maintenance work out of the
areas assigned by the company especially for this effect.

To maintain the wasted oil in barrels of 200 litres properly sealed and on
top of a wooden movable platform and spill containers. These should be
sent out to a specialty company properly registered to destroy them.

To maintain the inner combustion equipment working as per the applicable
Environmental Law.

Not to knock down or eliminate vegetation found out on the areas that are
strictly necessary to conduct the agreed activities, and according to the
permits they have.

Not to do any activity different than those established in this agreement
that could harm the wild fauna.

m) To daily collect the garbage and other residues generated, and to dispose

n)

0)

p)

Q

of them in the areas indicated by “THE CONCESSIONAIRE".

Not to spill, infiltrate or deposit dangerous residues, liquids, gases or
solids on the soil, subsoil, water bodies or the drainage system.

To inform the workers about the obligations included in this clause.

To abide by the Safety and Hygiene Norms established by the respective
orders.

To dispose of the dangerous residues generated according to the
Environment Law, its Ruling in the subject and the applicable Official
Mexican Norms.




r) To restore the affected areas.

s) To post the corresponding signs to advise about the safety or localization
risks, and about dangerous residues.

t) To dispose the materials of natural origin in such a way that they could be
assimilated by the environment.

u) To maintain its noise, odors, thermal, luminous, electromagnetic radiation
and vibration emissions within the permitted range as per the applicable
laws, rules and applicable norms.

v) In general, to abide by all the applicable orders.

SIXTEENTH.- It will be “THE EXPLOITER'S responsibility to abide by the
General Law of Ecological Balance and Environment Protection, Forest Law,
National Water Law, their rules, the Official Mexican Norms and any other current
applicable orders.

“THE EXPLOITER” is obligated to obtain the authorizations of the Environment
and Natural Resources Ministry that are necessary as required by law in order to
conduct the exploitation. Likewise, “THE EXPLOITER” is obligated to fulfill all and
each of the conditions that any competent authority imposes leaving “THE
CONCESSIONAIRE” free and safe of any civil, penal or administrative
responsibility that could arise as a result of the lack of fulfilment of the
authorizations and the mentioned conditions.

In the assumption that the Environment and Natural Resources Ministry or the
competent government authority orders mitigation or restoration measurements
and considering in an enunciative but not limitative way the restoration of the
vegetation, lands, soils, currents, deposits or water deposits and the riverbeds of
the area on which these works are done, “THE EXPLO{TER" will grant the bond
issued by the authorized company for this, and to the satisfaction of “THE
CONCESSIONAIRE" to grant the execution of the measurements and programs
ordered by the authorities and any other responsibilities generated before “THE
CONCESSIONAIRE”, authorities and third parties. Likewise, under the terms
mentioned in the previous paragraph, “THE EXPLOITER” will certify to “THE
CONCESSIONAIRE” with the corresponding records, the obtaining of the
authorization of land use for dismantling or any other required authorization.

The lack of fulfilment of the obligations mentioned in this clause will be cause of
rescission of this agreement without harming the responsibilities that could be
under “THE EXPLOITER's" charge before any of “THE CONCESSIONAIRE", a
third party or the competent authorities, as well as the payment of the
conventional penalty agreed upon to.




In case any damage or pollution of soil, subsoil, freatic mantles or any other harm
to the environment, “THE EXPLOITER?" is obligated to respond and repair to the
damage caused during the development of its activities, and to keep “THE
CONCESSIONAIRE” in peace and safe of any civil, penal or administrative
complaint that could arise as a result of the development of the activities
pursuant to this agreement.

SEVENTEENTH.- When this agreement is signed, “THE EXPLOITER™ will give
“THE CONCESSIONAIRE” the bond policy indicated below issued in favour of
“THE CONCESSIONAIRE” by AFIANZADORA INSURGENTES, S.A. DE C.V.
“THE INSURANCE COMPANY” for an equivalent amount of USD$30,000.00
(thirty thousand US dollars), pius the corresponding VAT to guarantee to “THE
CONCESSIONAIRE” the fulfilment of all and each of the clauses of this
agreement.

“THE EXPLOITER” waives its obligations under Articles 2078 and 1844 of the
Civil Federal Code, being “THE CONTRACTOR" obligated to have *THE
INSURANCE COMPANY” establish this same waiving in the corresponding bond
policy.

This bond policy could only be cancelled once a term of 12 months from the
termination of this agreement has passed, with the prior written authorization by
“THE CONCESSIONAIRE".

“THE EXPLOITER” is obligated to deliver an Insurance Policy of Civil
Responsibility for Third Party Liability, including civil responsibility for
environmental pollution in which MINERA LA ENCANTADA, S.A. DE C.V. should
be appointed as the preferential beneficiary for an amount of USD$1,000,000.00
(one million US dollars) plus VAT, that should be negotiated by the firm of Marsh
McLennan.

EIGHTEENTH.- If during the validity of this agreement any event(s) occurred
that could obstruct “THE EXPLOITER” to perform the object of this agreement,
such as strikes, riots, revolutions, disturbances, earthquakes, fires, acts of third
parties, intervention or confiscation of the properties by any legitimate or de facto
authority, or by any other cause out of “THE EXPLOITER's” control or dominion,
the parties agree on suspending the effects of this agreement only for what refers
to the affected acts and to be resumed on the date on which that event cedes
and on the term fixed in the first clause, it will be extended for the same time this
interruption took place. In any case, the parties are obligated to make reasonable
efforts to reduce the interruption and solve the problems.

The affected party should give notice to the other party within a 5 (five) natural
days term from the date on which this force majeure event took place. If no
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notice is given in the mentioned term, then the notification will have effect from
the date on which the notice is given.

Once the causes of suspension have ceded, the affected party must notify the
other one in order to restart the obligations pursuant to this agreement.

In case the cause of suspension is not overcome within 30 (thirty) working days
period, the parties will mutually agree to remedy the situation as soon as
possible.

NINETEENTH .- In case of lack of fulfillment of any of the parties to any of the
obligations under this agreement, the affected party will notify to the other one
the cause of the default and will explain which is the lack of fulfillment.

If this proceeds, then the affecting party should correct that within the 30 (thirty)
natural days after the notification of default was received. If after the 30 (thirty)
natural days mentioned above, the default persisted, then the affected party
could, at its own election, terminate the agreement or to legally sue the other
party, being in both cases authorized to demand the payment for damages and
losses caused.

TWENTIETH.- In case the agreement finished as an expiration of its validity, or in
advance, by expressed will of “THE EXPLOITER" or for not fulfilling the
obligations of this agreement, the parties will agree as follows:

a) Within the 90 (ninety) natural days after the termination date, “THE
EXPLOITER” will remove all the machinery and the equipment that could
have used in the mining work, but it will leave as a benefit of “THE LOTS”
and/or “THE CONCESSIONAIRE" without any charge to this last one, all
the permanent work and construction that would have built as a result of
their work on “THE LOTS".

b) “THE EXPLOITER" will evacuate from “THE L.OTS" all the personnel who
may have worked there and in general, in the mining operations of “THE
EXPLOITER”, and will deliver “THE LOTS", free of any encumbrance, lien
or any kind of ownership limitation up-to-date with the execution of the
construction of the exploitation works and without any labor, fiscal or civil
responsibilities or from any other nature. “THE EXPLOITER” will have to
deliver within the 45 (forty-five) natural days after the agreement is
finished, and through a written document that will be prepared for the
parties as a proof.

¢) Within the 30 (thirty) natural days after the termination date, “THE
EXPLOITER” will totally cover the pending royaity to the termination date
to “THE CONCESSIONAIRE", and any other pending payment. Both
parties agree that “THE EXPLOITER" will not be able to legally remove
from “THE LOTS" the equipment and machinery, without previously
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d)

having fulfilled to “THE CONCESSIONAIRE's" satisfaction its payment
obligation explained in this section.

Within the next 90 (ninety) calendar days after the termination date, “THE
EXPLOITER” will provide “THE CONCESSIONAIRE" with a written
detailed list and a report of the work done as drillings, tests, maps,
mapping, results obtained, as well as the geological technical opinion by
professionals in the field and recommendations regarding the potential
and economic possibilities of the deposit.

Having satisfied the obligations referred to in the previous sections a), c)
and d), the parties will go to a Public Notary In Mexico City appointed by
“THE CONCESSIONAIRE" with the purpose of granting or, in its case,
ratifying the legal document that gives termination to this exploitation
agreement in order to register it with the Mining Public Registry. The
notary and registration expenses caused as a result of the granting or
notary ratification of the agreement to finish this agreement will be paid by
“THE EXPLOITER".

TWENTY FIRST.- All the notices that any of the parties should communicate to
the other will be done through a certified letter with acknowledge of receipt or any
other reliable means to the following domiciles:

“THE CONCESSIONAIRE"

MINERA LA ENCANTADA, SA.DEC.V.
Moliere 222 Torre de Oficinas Piso 1
Col. Los Morales Seccién Palmas

11540 México, D.F.

Attn:

Ing. Fernando Alanis Ortega
Ing. Enrigue Cortés

“THE EXPLOITER"

DESMIN, S.A.DE C.V.

Av. Tepeyac No. 17561 -Alnt. 7
Prados Tepeyac

Zapopan, Jal.

Attn: Ing. Eduardo Chico Sanchez

Both parties could change these previous domiciles at any time by notifying each
other with a written document about the situation and five days in advance.

TWENTY SECOND.- The parties are subject to all the related to this agreement
that is Mercantile in nature, to the Laws and Courts of Mexico City, waiving to the
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jurisdiction that could correspond to them as per their current or future domiciles.

TWENTY THIRD.- This agreement will be granted and ratified before a Public
Notary, being “THE EXPLOITER” responsible of any charge that could arise as a

result of this.

Having read this agreement, the parties ratify all its terms and sign it as evidence

in Mexico City on July 1, 2004.

“THE CONCESSIONAIRE"

MINERA LA ENCANTADA,
S.AA.DEC.V.

“signed”
ING. JAIME LOMELIN GUILLEN
SANCHEZ
ATTORNEY

“THE EXPLOITER”

DESMIN, SA.DEC.V.

“signed”
ING. EDUARDO CHICO

ATTORNEY

13




J. N. Helsen, Ph.D_, P. Geo ) 3380 Newmore Ave.
Consulting Geologist Richmond, BC, Canada
. Internauonal Mineral Exploration VIC IM6

CONSENT of AUTHOR

TO: TSX Venture Exchange
B.C. Securities Commission
Alberta Securities Commission
Ontario Securities Commission

I, JN. Helsen, Ph.D., P. Geo,, do hereby consent to the filing, with the regulatory
authorities referred to above, of the technical report titled “Geological Evaluation Report
of the Chalchihuites Property, State of Zacatecas, Mexico” dated April 5, 2006 (the
“Technical Report”) and to the written disclosure of the Technical Report and of extracts
from or a summary of the Technical Report in the written disclosure in the Annual
Information Form of First Majestic Silver Corp. being filed.

1 also certify that I have read the written disclosure being filed and I do not have any

. reason to believe that there are any misrepresentations in the information derived from
the Technical Report or that the written disclosure in the Annual Information Form of
First Majestic Silver Corp. contains any misrepresentation of the information contained in
the Technical Report.

Dated this 12th day of February, 2007.

]
Signapgre of Qualified Person

1
IN. il\ Isen, Ph.D., P. Geo.

Print name of Qua]iﬁedl Person




RECEIVED
J. N. Helsen, Ph.D., P. Geo . 3380 Newmore Ave,
Consuiting Geologist 7068 4PR -2 A b Richmond, BC, Canada
international Mineral Exploration : V7C IM6
' DCE OF INTERMA T1mgr =
CURTURATE FINAHOE

CONSENT of AUTHOR

TO: TSX Venture Exchange
B.C. Securities Commission
Alberta Securities Commission
Ontario Securities Commission

I, IN. Helsen, Ph.D,, P. Geo., do hereby consent to the filing, with the regulatory
authorities referred to above, of the technical report titled “Geological Evaluation of the
L.a Encantada Property, State of Cohuila de Zaragoza, Mexico” dated December 5, 2006
(the “Technical Report”) and to the written disclosure of the Technical Report and of
extracts from or a summary of the Technical Report in the written disclosure in the
Annual Information Form of First Majestic Silver Corp. being filed.

I also certify that I have read the written disclosure being filed and I do not have any
reason to believe that there are any misrepresentations in the information derived from
the Technical Report or that the written disclosure in the Annual Information Form of
First Majestic Silver Corp. contains any misrepresentation of the information contained in
the Technical Report.

Dated this 12th day of February, 2007.

JN. He‘i. n, Ph.D., P. Geo.

Prini name of Qualified Person




J.N. Helsen, Ph. D., P. Geo

Consulting Geologist 3380 Newmore Ave
International Mineral Exploration Richmond, BC, Canada
VIC 1M6

CONSENT of AUTHOR

TO: TSX Venture Exchange
B.C. Securities Commission
Alberta Securities Commission
Ontario Securities Commission

I, JN. Helsen, Ph.D., P. Geo,, do hereby consent to the filing, with the regulatory
authorities referred to above, of the technical report titled “Geological Evaluation of the
Projects at the La Parrilla Unit (Update report Nr. 4), State of Durango, Mexico” dated
February 2, 2007 (the “Technical Report™) and to the written disclosure of the Technical
Report and of extracts from or a summary of the Technical Report in the written
disclosure in the Annual Information Form of First Majestic Silver Corp. being filed.

I also certify that 1 have read the written disclosure being filed and I do not have any
reason to believe that there are any misrepresentations in the information derived from
the Technical Report or that the written disclosure in the Annual Information Form of
First Majestic Silver Corp. contains any misrepresentation of the information contained in
the Technical Report.

Dated this 12th day of February, 2007.

Signatdre of Qualified Person

Print name of Qualified Person
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CONSENT of AUTHOR

TO:  TSX Venture Exchange
B.C. Securities Commission
Alberta Securities Commission
Ontario Securities Commission

1, Leonel Lopez, C.P.G., P.G. of Pincock Allen & Holt, do hereby consent to the filing, with the regulatory
authorities referred to above, of the technical report titled “Technical Report for the San Martin de Bolafios
Silver Mine, State of Jalisco, México” dated June 23, 2005 (the "Technical Report”} and to the written
disclosure of the Technical Report and of extracts from or a summary of the Technical Report in the written
disclosure in the Annual Information Form of First Majestic Silver Corp. being filed.

I also certify that I have read the written disclosure being filed and I do not have any reason to believe that
there are any misrepresentations in the information derived from the Technical Report or that the written
disclosure in the Annual Information Form of First Majestic Silver Corp. contains any misrepresentation of
the information contained in the Technical Report.

Dated this 12" day of February,.2007.

Signatur’e of Qualified Person

LEONEL LOPEZ, C.P.G., P.G.
Print name of Qualified Person

R
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J. N. Helsen, Ph.D., P. Geo 3380 Newmore Ave,

Consulling Geologist Richmond, BC, Canada
international Mineral Exploration V7C IM6

CONSENT of AUTHOR

TO: TSX Venture Exchange
B.C. Securities Commission
Alberta Securities Commission
Ontario Securities Commission

I, JN. Helsen, Ph.D., P. Geo., do hereby consent to the filing, with the regulatory
authorities referred to above, of the technical report titled “Evaluation Report of the
Candamefia Property, Ocampo Municipality, State of Chihuahua, Mexico” dated June 10,
2005 (the “Technical Report”™) and to the written disclosure of the Technical Report and
of extracts from or a summary of the Technical Report in the written disclosure in the
_Annual Information Form of First Majestic Silver Corp. being filed.

I also certify that I have read the written disclosure being filed and I do not have any
reason to believe that there are any misrepresentations in the information derived from
the Technical Report or that the written disclosure in the Annual Information Form of
First Majestic Silver Corp. contains any misrepresentation of the information contained in
the Technical Report.

Dated this 12th day of February, 2007.

Sig/r}ature of Qualified Person

iy W

JN| Kelsen, Ph.D}, P. Geo.

Print name of Qualified Person
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PRELIMINARY NOTES
Date of Information

Unless otherwise indicated, all information contained in this Annual Information Form (“AIF”) of First Majestic
Silver Corp. (“First Majestic” or the “Company”) is as of February 16, 2007.

Financial Information

All financial information in this AIF is prepared in accordance with Canadian generally accepted accounting
principles (“Canadian GAAP”).

Forward-looking Information

Certain statements contained in this AIF, and in certain documents incorporated by reference herein, constitute
forward-looking statements. These statements relate to future events or the Company’s future performance,
business prospects or opportunities. All statements other than statements of historical fact may be forward-
looking statements. Forward-looking statements are often, but not always, identified by the use of words such as
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“seek”, “anticipate”, “plan”, “continue”, “estimate”, “expect, “may”, “will”, “project”, “predict”, “potential”,
“targeting”, “intend”, “could”, “might”, “should”, “believe” and similar expressions. These statements involve
known and unknown risks, uncertainties and other factors that may cause actual resuits or events to differ
materially from those anticipated in such forward-looking statements. The Company believes that the
expectations reflected in those forward looking statements are reasonable, but no assurance can be given that
these expectations will prove to be correct and such forward-looking statements included in, or incorporated by
reference into, this AIF should not be unduly relied upon. These statements speak only as of the date of this AIF
or as of the date specified in the documents incorporated by reference into this AlF, as the case may be. The
Company does not intend, and does not assume any obligation, to update these forward-looking statements.
These forward-looking statements involve risks and uncertainties relating to, among other things, results of
exploration and development activities, the Company’s limited experience with development-stage mining
operations, uninsured risks, regulatory changes, defects in title, availability of materials and equipment,
timeliness of government approvals, changes in commodity and, particularly, silver prices, actual performance of
facilities, equipment and processes relative to specifications and expectations and unanticipated environmental
impacts on operations. Actual results may differ materially from those expressed or implied by such forward-
looking statements. Factors that could cause actual results to differ materially include, but are not limited to, risk
factors incorporated by reference herein. See “Risk Factors”.

Cautionary Netes to U.S. Investors Concerning Reserve and Resource Estimates

The definitions of proven and probable reserves used in National Instrument 43-101 — Standards of Disclosure
for Mineral Projects (“NI 43-101) differ from the definitions in the United States Securities and Exchange
Commission (“SEC™) Industry Guide 7. Under SEC Guide 7 standards, a “Final” or “Bankable” feasibility study
is required to report reserves, the three year history average price is used in any reserve or cash flow analysis to
designate reserves and the primary environmental analysis or report must be filed with the appropriate
governmental authority.

In addition, the terms “mineral resource”, “measured mineral resource”, “indicated mineral resource” and
“inferred mineral resource™ are defined in and required to be disclosed by NI 43-101; however, these terms are
not defined terms under SEC Industry Guide 7 and normally are not permitted to be used in reports and
registration statements filed with the SEC. Investors are cautioned not to assume that any part or all of mineral
deposits in these categories will ever be converted into reserves. “Inferred mineral resources” have a great
amount of uncertainty as to their existence, and great uncertainty as to their economic and legal feasibility. It
cannot be assumed that all or any part of an infesred mineral resource will ever be upgraded to a higher category.




Under Canadian rules, estimates of inferred mineral resources may not form the basis of feasibility or pre-
feasibility studies, except in rare cases.

Accordingly, information contained in this AIF and the documents incorporated by reference herein containing
descriptions of our mineral deposits may not be comparable to similar information made public by U.S.
companies subject to the reporting and disclosure requirements under the United States federal securities laws
and the rules and regulations thereunder.

Documents Incorporated By Reference

Information has been incorporated by reference in this AIF from documents filed with securities
comrnissions or similar authorities in Canada. Copies of the documents incorporated herein by reference may
be obtained on request without charge from First Majestic’s head office at Suite 1480 — 885 W. Georgia Street,
Vancouver, British Columbia, V6C 3E8 (telephone: (604) 688-3033) or by accessing the disclosure documents
available through the internet on the System for Electronic Document Analysis and Retrieval (“SEDAR”) which
can be accessed at www.sedar.com. :

The following documents of the Company are specifically incorporated by reference in this AIF:

(a) the technical report prepared by JN. Helsen, Ph.D., P. Geo., entitled “Geological Evaluation of the
Projects at the La Parrilla Unit (Update report Nr. 4), State of Durango, Mexico™ dated February 2, 2007
and filed on SEDAR on February 5, 2007. See “Companies with Mineral Projects — La Parrilla Silver
Mine, Mexico”.

(b) the technical report prepared by Mark G. Stevens, C.P.G. and Leonel Lopez, C.P.G., P.G. of Pincock
Allen & Holt entitled “Technical Report for the San Martin de Bolafios Silver Mine, State of Jalisco,
México” dated June 23, 2005 and filed on SEDAR by First Silver Reserve Inc. (“First Silver”) on July 5,
2005. See “Companies with Mineral Projects — San Martin Silver Mine, Mexico”.

©) the technical report prepared by J.N. Helsen, Ph.D., P. Geo., entitled “Geological Evaluation of the La
Encantada Property, State of Coahuila de Zaragoza, Mexico” dated December 5, 2006 and filed on
SEDAR on December 12, 2006. See “Companies with Mineral Projects — La Encantada Silver Mine,
Mexico”.

(d) the technical report prepared by J.N. Helsen, Ph.D., P. Geo., entitled “Geological Evaluation Report of
the Chalchihuites Property, State of Zacatecas, Mexico™ dated April 5, 2006 and filed on SEDAR on
April 10, 2006. See “Companies with Mineral Projects — Chalchihuites Group Properties, Mexico™.

(e) the technical report prepared by JN. Helsen, Ph.D., P. Geo., entitled “Evaluation Report of the
Candameiia Property, Ocampo Municipality, State of Chihuahua, Mexico” dated June 10, 2005 and filed
on SEDAR on June 29, 2006. See “Companies with Mineral Projects — Candamefia Mining District
Property, Mexico”.

Currency

All dollar amounts in this AIF are expressed in Canadian dollars unless otherwise indicated.




CORPORATE STRUCTURE
Name, Address and Incorporation

First Majestic was incorporated under the Company Act (British Columbia) (the “BCA”) on September 26, 1979
by registration of its Memorandum and Articles, under the name Brandy Resources Inc.

On May 3, 1984, the Company acquired Vital Resources Limited (“Vital Resources”), a private company
incorporated under BCA pursuant to the laws of British Columbia, whereby Vital Resources became a wholly-
owned subsidiary of the Company.

On September 5, 1984, the Company changed its name to Vital Pacific Resources Ltd. and consolidated its share
capital on a two for one basis.

On May 26, 1987 the Company continued out of British Columbia under the BCA and was continued as a
federal company pursuant to the Canada Business Corporations Act (the “CBA”).

On August 27, 1987, the Company was extra provincially registered under the BCA.

On August 21, 1998, the Company continued out of Canada under the CBA and was continued into the
jurisdiction of the Commonwealth of the Bahamas under the Companies Act.

On January 2, 2002, the Company continued out of the Commonwealth of the Bahamas under the Companies
Act and was continued to the Yukon Territory pursuant to the Business Corporations Act (Yukon) (the “BCAY™).
On January 3, 2002, the Company completed a consolidation of its share capital on a 1 new for 10 old basis and
changed its name to First Majestic Resource Corp.

On January 17, 2005, the Company continued out of the Yukon Territory under the BCAY and was continued to
British Columbia pursuant to the Business Corporations Act (British Columbia) (the “BCAB”).

On November 22, 2006, the Company changed its name to First Majestic Silver Corp.

The Company’s head office is located at Suite 1480 — 885 W. Georgia Street, Vancouver, British Columbia,
Canada, V6C 3E8 and its registered office is located at #1100 - 888 Dunsmuir Street, Vancouver, British
Columbia, V6C 3K4.

The Company is a reporting issuer in British Columbia, Alberta and Ontario.

Intercorporate Relationships

The chart set out below illustrates the corporate structure of the Company and its material subsidiaries, the

jurisdictions of incorporation, the percentage of voting securities held and their respective interests in various
mineral projects and mining properties.
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GENERAL DEVELOPMENT OF THE BUSINESS
History

Since inception, First Majestic has been in the business of acquisition, development and exploration of mineral
properties. During the fiscal year ended June 30, 2003, the Company was focused on the acquisition and
exploration of minerals properties principally in the Province of Manitoba, Canada. In the following year, the
acquisition, development and exploration emphasis of the Company became focused on mineral properties in
Mexico with an emphasis on silver projects.

Past Three Years

On August 7, 2003, the Company entered into an agreement to acquire up to an 80% interest in four mineral
concessions known as the Niko Silver Project covering 7.75 square kilometers (775 hectares), in Chihuahua,
Mexico, which agreement was amended December 28, 2003. A geochemical and geophysical field program
consisting of 9.5 km of lines commenced in October 2003 and follow-up detailed geophysical and geochemical
surveys were commenced in February 2004. In addition, 2,849 metres of drilling in six diamond drill holes was
completed. During Fiscal 2005, the Company terminated its agreement to acquire the Niko Silver Project and
acquisition and exploration costs incurred on the property totalling $862,853 were expensed.

On October 17, 2003, the Company entered into an agreement to acquire up to an 80% interest in the Platino
Porphyry Project consisting of three mineral concessions covering 30,000 hectares in the Chubut Province,
Patagonia, Argentina. A satellite mapping program was completed over the Platino Porphyry Project in February
2004; however, during Fiscal 2005, the Company terminated the agreement and acquisition and exploration costs
totalling $156,749 were expensed.




In October 2003, the Company completed a non-brokered private placement for 3,000,000 units of the Company
at a price of $0.20 per unit for gross proceeds of $600,000. The Company issued 130,000 common shares and
granted 150,000 warrants in consideration as finder’s fees on a portion of the private placement. The proceeds of
the private placement were used for general working capital purposes.

On January 12, 2004, the Company entered into an agreement to purchase the La Parrilla Silver Mine located
approximately 65 kilometres South-East of the city of Durango, Mexico. The purchase price of US$3 million
(paid) included all properties, assets and equipment and all mining concessions consisting of 280 hectares. See
“Companies with Mineral Projects — La Parrilla Silver Mine, Mexico”. The La Parrilla Silver Mine was operated
from 1956 to 1999 by the previous owners when it was put on care and maintenance program in 1999 due to low
silver prices. Total tonnage mined during that period is estimated at approximately 700,000 tonnes with an
average grade of 300 grams per tonne (“g/t”) silver, 1.5% lead and 1.5% zinc. During the year ended June 30,
2006, production levels were maintained at approximately 180 tonnes per day (“tpd”). A decision was made in
April 2006 to commence the construction of a new 800 tpd mill at the La Parrilla Silver Mine. The old mill has
been replaced by a newer and much larger facility. Two different circuits have been installed, a 400 tpd
cyanidation circuit and a 400 tpd flotation circuit. Both circuits have now been commissioned and are in
operation.

Between March 2004 and August 2005, the Company entered into a number of agreements to acquire mining
concessions located in Chalchihuites, Zacatecas, Mexico which are located approximately 45 kilometres
southeast of the La Parrilla Silver Mine. The Company is now required to pay an aggregate of US$6,835,000
over a four-year period of which an aggregate of US$4,580,000 had been paid as of the date of this AlF. In
October, 2006, management elected not to make further option payments on two of the Chalchihuites properties,
known as E! Magistral and La Esmeralda. Accordingly, management wrote off the historical investments in
these properties totalling $384,930 as at June 30, 2006. See “Companies with Mineral Projects — Chalchihuites
Group Properties, Mexico™.

In April 2004, the Company completed a non-brokered private placement of 8,000,000 units at a price of $1.45
per unit for gross proceeds of $11,600,000. Each unit consisted of one common share of the Company and one
half of one non-transferable common share purchase warrant. Each whole warrant entitled the holder thereof to
purchase an additional common share of the Company at any time over a period of two years from the date of
closing at an exercise price of $1.85 in the first year and $2.05 in the second year. The net proceeds of the
private placement were used to acquire the La Parrilla Silver Mine and for general working capital purposes.

On November 18, 2004, the Company entered into an agreement to acquire the Dios Padre Silver Project located
in the western Sierra Madre Mountain Range and midway between Hermosillo and Chihuahua in east central
Sonora, Mexico which was amended on December 17, 2004 and June 13, 2005. The acquisition included all
properties, assets and equipment and all mining concessions consisting of 285 hectares. The Company was
required to pay an aggregate of US$6,500,000 over a four-year period and issue a total of 500,000 common
shares upon the completion of specific phases of exploration. During 2006, the Company completed an
exploration program which consisted of 17 diamond drill holes totalling 2,216 metres, a review of historical
geological data, mapping and resource definition. In addition, a geologic survey of the 285 hectare property
surrounding the main mine area was completed to evaluate four different geologic anomalies to determine the
possibility of the existence of other mineralized bodies that may increase the potential of the property. The
program was not definitive in outlining sufficient economic resources in order to make a positive production
decision. In November 2006, management elected not to proceed with the acquisition of the Dios Padre Silver
Project and acquisition and exploration costs totalling $1,895,107 were expensed.




In December 2004, the Company entered into agreements for the purchase of the Candamefia Mining District
properties located in the Western Sierra Madre Mountain range between Hermosillo and Chihuahua in east
central Sonora, Mexico. The Company is required to pay an aggregate of U8$7,600,000 over a four-year period
of which an aggregate of US$775,000 had been paid as of the date of this AIF. The purchase price includes all
properties, assets and equipment and all mining concessions consisting of 5,215 hectares. See “Companies with
Mineral Projects — Candamefia Mining District Property, Mexico”. The Candameiia Mining District reportedly
hosts several highly mineralized areas. The Nuevo Dolores is a volcanic-hosted epithermal gold-silver deposit.
The La Blanca is a similar highly prospective area and reportedly has two old high-grade silver-lead-zinc mines
called the La Verde and the La Prieta, which has an old flotation mill and other equipment.

[n April 2005, the Company entered into an agreement to acquire a 100% interest in the La Encarnacion and San
Ignacio Dos mining claims consisting of 16 hectares adjacent to the Company’s La Parrilla Silver Mine. The
acquisition was completed on June 14, 2006 when $40,000 and 200,000 common shares of the Company held in
trust were released to the vendor following the Company’s receipt of confirmation from the Public Registry of
Mining in Mexico City indicating final registration of the transfer of the claims to the Company.-

On October 10, 2005, the Company entered into an agreement with Compania Minera Rio Frio, S.A. de C.V.
(“Compania™) to purchase the La Candelaria Silver Project, Jalisco, Mexico which includes an operating
flotation mill with a present capacity of 100 tpd and surrounding property consisting of over 1,384 hectares.
After completing a due diligence program, a revised agreement with Compania was entered into on April 26,
2006. Under the revised terms of the agreement, First Majestic was required to make a payment of US$110,000
and issue 100,000 common shares to the vendor upon confirmation of re-registration of the mining claims.
Additional payments totalling US$2,090,000 were to be paid over a period of twenty-four months. In November
2006, management elected not to proceed with the acquisition of the La Candelaria Silver Project and acquisition
and exploration costs totalling $191,151 were expensed.

In October 2005, the Company completed a non-brokered private placement of 3,076,374 units at a price of
$1.85 per unit for gross proceeds of $5,691,291. Each unit consisted of one common share of the Company and
one half of one non-transferable common share purchase warrant. Each whole warrant will entitle the holder
thereof to purchase an additional commeon share of the Company at any time over a period of two years from the
date of closing at an exercise price of $2.25. The net proceeds of the private placement were used to continue
and advance the production and development of the La Parrilla Silver Mine and to commence exploration and
drilling programs at the Candamefia, Dios Padre and Chalchihuites properties in Mexico. Finder’s fees totalling
$120,237 were paid in respect of this private placement.

In December 2005, the Company completed a non-brokered private placement of 3,000,000 units at a price of
$2.25 per unit for gross proceeds of $6,750,000. Each unit consisted of one common share of the Company and
one-half of one non-transferable common share purchase warrant. Each whole warrant will entitle the holder
thereof to purchase an additional common share of the Company at any time over a period of two years from the
date of closing at an exercise price of $2.60. The net proceeds of the private placement were used to continue to
advance the production and development at the La Parrilla Silver Mine, to continue the exploration program at
Chalchihuites and to commence exploration at the Dios Padre and Candamenia properties in Mexico. Finder’s
fees totalling $122,053 were paid in respect of this private placement.




On April 20, 2006, the Company completed a private placement financing of 7,000,000 special warrants at a
price of $4.00 per special warrant for total gross proceeds of $28 million. Each special warrant entitled the holder
to receive, without further consideration, upon exercise or deemed exercise, one common share and one half
common share purchase warrant. Each whole warrant is exercisable at a price of $5.00 for a period of 18 months
from the closing. The offering was completed through a sole underwriter, Sprott Securities Inc. (the
“Underwriter”). The Underwriter received a cash commission equal to 6% of the aggregate gross proceeds and
420,000 compensation options, each compensation option exercisable into a broker warrant. Each broker warrant
is exercisable to purchase one common share at $4.00 per share until October 20, 2007. Subsequent to June 30,
2006, the Company filed a short form prospectus dated July 19, 2006 qualifying the distribution of 7,000,000
common shares and 3,500,000 share purchase warrants which were issued upon the exercise of the 7,000,000
special warrants and 420,000 broker warrants which were issued upon the exercise of the 420,000 compensatiorn
options.

Subsequent to June 30,2006
Acquisition of Quebradillas and Viboras Silver Mines

In August 2006, the Company entered into three agreements to acquire the Quebradillas and Viboras Silver
Mines and a contiguous land package of 3,126 hectares of mining concessions located in the La Parrilla Mining
District in Durango State, Mexico. The Company has the right to purchasc all the mining concessions, the
mines, the data of past diamond drill programs and the assets located within the mine areas for a total purchase
price of US$3,000,000 payable over a period of two years. In addition to these payments, the agreements call for
a royalty payment of 1.5% NSR with a maximum of US$2,500,000. The Company has the option to purchase
the royalty at any time for US$2,000,000.

Acquisition of Desmin S.A. de C.V.

In August 2006, Company signed a letter agreement to acquire 100% of the issued and outstanding shares of
Desmin S.A. de C. V. (“Desmin™), a privately held Mexican mining company. The Company will pay US$L.S
million over a six-month period for all the issued and outstanding shares of Desmin, resulting in Desmin
becoming a wholly owned subsidiary of the Company. In November 2006, the first payment of USs$500,000
was made and the Company took over the operations of Desmin effective November 1, 2006. The agreement is
subject to regulatory approval.

Desmin’s primary asset is an exploitation contract with Industrias Pefioles, S.A. de C.V. (“Pefioles”) which
covers the operation of La Encantada Silver Mine located at the Coahuila State in Mexico. The exploitation
contract between Desmin and Pefioles gives Desmin the right to all properties within the 700 hectare land
package, including the operations of the mine and mill and all the auxiliary installations and associated
equipment. In addition, Desmin has an agreement with Pefioles to purchase the La Encantada Silver Mine,
including the mill and surrounding mining claims.

Acquisition of Minera La Encantada S.A. de C. V.

In December 2006, the Company signed a letter agreement to acquire 100% of the issued and outstanding shares
of Minera La Encantada S.A. de C. V. (“Minera La Encantada”), a Mexican mining company owned by Pefioles.
The letter agreement allows the Company the right to purchase 100% of the issued and outstanding shares of
Minera La Encantada for a total purchase price of US$3,250,000 and an NSR of 4%. An initial payment of
US$1,000,000 was paid on signing of the letter agreement and the balance of US$2,250,000 will be paid on
closing which is anticipated on or before March 15, 2007.




As part of the letter agreement, the Company has also agreed to buy-out the 4% NSR to zero at an additional cost
of US$1,500,000 in common shares and warrants. The shares and warrants were priced on the date of signing,
thus, the agreement calls for the issuance of 382,582 shares and 191,291 warrants. Each warrant entitles Pefioles
to purchase one additional share at a price of $6.81 for a period of two years. The acquisition of Minera La
Encantada is subject to due diligence and regulatory approval.

Desmin pays a sliding-scale royalty pursuant to the terms of its exploitation contract with Pefioles. As a result of
the purchase of Minera La Encantada, all royalties will be cancelled at closing on or before March 15, 2007.

Private Placement Completed for $15,945,300

The Company completed a non-brokered private placement consisting of 4,429,250 units at a price of $3.60 per
unit for gross proceeds of $15,945,300. Each unit consisted of one common share and one-half of one share
purchase warrant. Each whole warrant entitles the holder to purchase one additional common share of the
Company for a period of two years from closing at a price of $4.25 per share. A finder’s fee of $189,500 cash
and 122,824 warrants exercisable at a price of $4.25 per share for a two-year period was paid on a portion of this
private placement. The net proceeds of the offering will be used by the Company for exploration, development
and capital expenditures on the La Parrilla, San Martin and the La Encantada Silver Mines and for general
working capital purposes.

Change of Year End

The Company intends to change the ending date of its financial year from June 30 to December 31, starting with
the financial period July 1, 2006 to December 31, 2006. The change in the Company’s fiscal year end is
proposed so that the Company will have the same fiscal year end as its three operating subsidiaries in Mexico.
With respect thereto, the Company has sought and obtained the approval of Canada Revenue Agency and the
directors of the Company have approved the proposed change. To facilitate the change, the Company will report
a one-time, six-month transition year covering the period ended December 31, 2006. Subsequent to the
transition year, the first full financial year will cover the period January 1, 2007 to December 31, 2007.

Significant Acquisitions
Acquisition of Controlling Interest in First Silver Reserve Inc.

First Majestic entered into an irrevocable share purchase agreement dated for reference April 3, 2006 to purchase
approximately 63% of the issued and outstanding shares of First Silver from the major shareholder of First Silver
(the “Shareholder”). First Silver’s primary business is silver mining and the acquisition, exploration and
development of mineral claims with a primary focus on silver properties in Mexico. First Silver’s wholly owned
subsidiary, El Pilon, is the sole owner of the San Martin Silver Mine in Jalisco State, Mexico.

First Majestic purchased 24,649,200 common shares of First Silver (the “Acquisition”) at a price of $2.165 per
share for an aggregate purchase price of $53,365,519 payable to the Shareholder in three instailments.

The first installment of $26,682,759 represented 50% of the purchase price and was paid on closing of the
Acquisition on May 30, 2006. Two additional installments of $13,341,380, each representing 25% of the
purchase price, are payable on cach of the first and second anniversaries of the closing of the Acquisition. An
interest amount of 6% per annum is payable quarterly on the two outstanding payments due after closing.

The Shareholder has also agreed to sell 3,700,000 common shares of First Silver to First Majestic on the same
terms set out above if those shares are awarded to the Shareholder in a currently outstanding legal dispute.




A Form 51-102F4 — Business Acquisition Report dated July 6, 2006 was filed by First Majestic with respect to
the Acquisition.

Plan of Arrangement with First Silver

On June 5, 2006, First Majestic and First Silver entered into a letter agreement whereby the parties apreed to
enter into a business combination such that First Majestic would acquire all of the outstanding securities of First
Silver and First Silver would become a wholly owned subsidiary of First Majestic. Under the arrangement (the
“Arrangement”) which was formalized in a combination agreement with the parties dated August 9, 2006, First
Majestic acquired all of the issued and outstanding First Silver shares which it did not already own in
consideration for either: (i) the issuance of one common share of First Majestic for each two First Silver shares
acquired; or (i) a cash payment in the amount of $2.165 per First Silver share payable on the basis of 50% upon
the completion of the Arrangement and the balance payable in two equal installments on the first and second
anniversaries of the date of closing of the Arrangement, with interest payable quarterly and compounded
annually at 6.0% per annum on the unpaid balances from the closing of the Arrangement. The holders of
718,404 First Silver shares elected the cash option while the remaining holders of 13,424,317 First Silver shares
have either elected the share option or are no longer entitled to elect to receive the cash option and are only
entitled to receive First Majestic shares.

The Arrangement was approved at a special meeting of shareholders of First Silver on September 7, 2006 and
closed on September 14, 2006. At closing, 12,500 stock options exercisable at a price of $3.28 per share
expiring on June 13, 2009 and 550,000 stock options exercisable at a price of $4.30 per share expiring on June
19, 2011 were granted in exchange for 25,000 stock options of First Silver exercisable at a price of $1.64 per
share expiring on June 13, 2009 and 1,100,000 stock options of First Silver exercisable at a price of $2.15 per
share expiring on June 19, 2011. The common shares of First Silver were delisted from the Toronto Stock
Exchange at the close of business on September 18, 2006.

Any certificate formerly representing First Silver shares not duly surrendered on or prior to September 14, 2012
shall cease to represent a claim or interest of any kind or nature, including a claim for dividends or other
distributions against First Majestic or First Silver by a former First Silver shareholder. After such date, all First
Majestic shares to which the former First Silver shareholder was entitled shall be deemed to have been cancelled.

DESCRIPTION OF BUSINESS

General

The Company is in the business of the production, development, exploration and acquisition of mineral
properties focusing on silver in Mexico. The common shares of the Company trade on the TSX Venture
Exchange under the symbol “FR”. The common shares are also quoted on the “Grey Market” in the U.S. under
the symbol “FRMSF” and on the Frankfurt, Berlin, Munich and Stuttgart Stock Exchanges under the symbol
“FMV™.

The Company has an interest in five principal properties in Mexico: the La Parrilla Silver Mine in Durango, the
San Martin Silver Mine in Jalisco State, the La Encantada Silver Mine in Coahuila State, the Chalchihuites
Group Properties in Zacatecas, and the Candamefia Mining District Property in Chihuahua. Through the
Acquisition of First Silver, the Company also has an interest in the Quitaboca Project in Sinaloa, Mexico.

The Company’s business is not affected by intangibles such as licences, patents and trademarks, nor is it affected
by seasonal changes. The Company is not aware of any aspect of its business which may be affected in the
current financial year by renegotiation or termination of contracts.
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At June 30, 2006, the Company had four employees based in its Vancouver head office, two consultants who
manage the operations of the Company on a daily basis and approximately 618 employees, contractors and other
personnel in Mexico. At December 31, 2006, the number of employees, contractors and other personnel in
Mexico increased to approximately 856. Additional consultants are also retained from time to time for specific
corporate business and exploration programs.

Risk Factors

The Company, and thus the securities of the Company, should be considered a highly speculative investment and
investors should carefully consider all of the information disclosed in this AIF prior to making an investment in
the Company. In addition to the other information presented in this AIF, the following risk factors should be
given special consideration when evaluating an investment in the Company’s securities.

Future Exploration and Development Activities

Exploration and development of mineral properties involve significant financial risks which even a combination
of careful evaluation, experience and knowledge may not eliminate. While the discovery of an ore body may
result in substantial rewards, few properties which are explored are ultimately developed into producing mines.
Major expenses may be required to establish reserves by drilling, constructing mining and processing facilities at
a site, developing metallurgical processes and extracting precious metals from ore. The Company cannot ensure
that its current exploration and development programs will result in profitable commercial mining operations.
Also, substantial expenses may be incurred on exploration projects which are subsequently abandoned due to
poor exploration results or the inability to define reserves which can be mined economically.

The economic feasibility of development projects is based vpon many factors, including the accuracy of reserve
estimates, metal recoveries; capital and operating costs; government regulations relating to prices, taxes,
royalties, land tenure, land use, importing and exporting and environmental protection; and precious metal
prices, which are highly volatile. Development projects are also subject to the successful completion of
feasibility studies, issuance of necessary governmental permits and availability of adequate financing.

Development projects have no operating history upon which to base estimates of future cash flow. Estimates of
measured, indicated and inferred resources are, to a large extent, based upon detailed geological and engineering
analysis.

Substantial Decommissioning and Reclamation Costs

The Company’s properties are subject to decommissioning and reclamation regulations. As of June 30, 2006, the
total undiscounted amount of estimated cash flows required to settle the Company’s estimated asset retirement
obligations is US$3,571,000 which has been discounted using a credit adjusted risk free rate of 8.5%.
US$1,943,000 of the reclamation obligation relates to the La Parrilla Silver Mine and is expected to be paid in
2014. The balance of the obligation relates to the San Martin Silver Mine and is expected to be paid in 2016.

The costs of performing the decommissioning and reclamation must be funded by the Company’s operations.
These costs can be significant and are subject to change. The Company cannot predict what level of
decommissioning and reclamation may be required in the future by regulatoss. If the Company is required to
comply with significant additional regulations or if the actual cost of future decommissioning and reclamation is
significantly higher than current estimates, this could have an adverse impact on the Company’s future cash
flows, earnings, results of operations and financial condition.
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Difficulty in Obtaining Future Financing

The further development and exploration of mineral properties in which the Company holds interests or which
the Company acquires may depend upon its ability to obtain financing through joint ventures, debt financing,
equity financing or other means. There is no assurance that the Company will be successful in obtaining required
financing as and when needed. Volatile precious metals markets may make it difficult or impossible for the
Company to obtain debt financing or equity financing on favourable terms or at all. Failure to obtain additional
financing on a timely basis may cause the Company to postpone development plans, forfeit rights in its
properties or reduce or terminate its operations. Reduced liquidity or difficulty in obtaining future financing
could have an adverse impact on First Majestic’s future cash flows, earnings, results of operations and financial
condition.

Key Personnel

Recruiting and retaining qualified personnel is critical to First Majestic’s success. The number of persons skilled
in acquisition, exploration and development of mining properties is limited and competition for such persons is
intense. As First Majestic’s business activity grows, First Majestic will require additional key financial,
administrative and mining personnel as well as additional operations staff. Although the Company believes they
will be successful in attracting, training and retaining qualified personnel, there can be no assurance of such
success. If the Company is not successful in attracting and training qualified personnel, the efficiency of First
Majestic’s operations could be affected, which could have an adverse impact on the Company’s future cash
flows, earnings, results of operations and financial condition.

Factors Beyond the Company’s Control

There are also a number of factors beyond the Company’s control. These factors include government regulation,
high levels of volatility in market prices, availability of markets, availability of adequate transportation and
refining facilities and the imposition of new or amendments to existing taxes and royalties. The effects of these
factors cannot be accuraiely predicted.

Uninsured Risks

First Majestic’s exploration activities are subject to the risks normally inherent in mineral exploration, including
but not limited to environmental hazards, industrial accidents, flooding, periodic or scasonal interruptions due to
climate and hazardous weather conditions and unusual or unexpected geological formations. Such risks could
result in damages, delays and possible legal liability. First Majestic does not presently maintain insurance on its
properties, equipment or any aspects of its business. The Company may become subject to liability for pollution
and other hazards against which it cannot insure or against which it may elect not to insure due to high premium
costs or other reasons. The payments for such liabilities would reduce the funds available for exploration and
development activities and may have a material impact on First Majestic’s financial position.

Foreign Operations
The Company’s exploration and development projects are located in Mexico. Such projects could be adversely

affected by exchange controls, currency fluctuations, taxation and laws or policies of Mexico or Canada
affecting foreign trade, investment or taxation.




12

Changes in mining or investment policies or shifts in political attitude in Mexico may adversely affect the
Company’s business. Operations may be affected by governmental regulations with respect to restrictions on
production, price controls, export controls, income taxes, expropriation of property, maintenance of claims,
environmental legistation, land use, land claims of local people, water use and mine safety. The effect of these
factors cannot be accurately predicted.

Foreign Currency

The Company carries on its exploration activity outside of Canada. Accordingly, it is subject to the risks
associated with the fluctuation of the rate of exchange of the Canadian dollar and foreign currencies, in particular
the Mexican peso, the currency of Mexico, and the United States dollar. Such fluctuations may materially affect
the Company’s financial position and results.

Title to Properties

Although the Company has obtained title opinions with respect to certain of its properties and has taken
reasonable measures to ensure proper title to its respective properties, there is no guarantee that title to any of its
properties will not be challenged or impugned. Third parties may have valid claims underlying portions of the
Company's interest.

Property Interests

The agreements pursuant to which the Company holds its rights in certain of the properties provide that the
Company must make a series of cash and/or common share payments over certain time periods. If the Company
fails to make such payments in a timely manner, the Company may lose all of its interest in those projects.

Permits and Licenses

The operations of the Company may require licenses and permits from various governmental authorities. There
can be no assurance that the Company will be able to obtain all necessary licenses and permits that may be
required 1o carry out exploration, development and mining operations at its projects.

Metal Prices

Even if the Company’s exploration program is successful on its mineral projects, there are factors beyond the
control of the Company that may affect the marketability of any minerals discovered. Metal prices have
historically fluctuated widely and are affected by numerous factors beyond the Company’s control, including
international, economic and political trends, expectations for inflation, currency exchange fluctuations, interest
rates, global or regional consumption patterns, speculative activities and worldwide production levels. The effect
of these factors cannot accurately be predicted.

Price Volatility of Other Commodities

The Company’s profitability is also affected by the market prices of commodities, which are consumed or
otherwise used in connection with the operations, such as diesel fuel, natural gas, electricity and cement. Prices
of such commodities are also subject to volatile price movements over short periods of time and are affected by
factors that are beyond the Company’s control.
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Competition

The mining industry is highly competitive in all its phases. The Company competes with many companies
possessing greater financial resources and technical facilities than itself for the acquisition of mineral interests, as
well as for the recruitment and retention of qualified employees.

Environmental Regulations

The Company’s operations are subject to environmental regulations promulgated by government agencies from
time to time. Environmental legislation provides for restrictions and prohibition of spills, release or emission of
various substances related to mining industry operations, which could result in environmental pollution. A
breach of such legislation may result in imposition of fines and penalties. In addition, certain types of operations
require submissions to and approval of environmental impact assessments. Environmental legislation is evolving
in a manner, which means stricter standards and enforcement, fines and penalties for non-compliance are more
stringent. Environmental assessments of proposed projects carry a heightened degree of responsibility for
companies and directors, officers and employees. The cost of compliance with changes in governmental
regulations has a potential to reduce the profitability of operations. The Company intends to fully comply with
all environmental regulations.

Conflicts of Interest

Certain directors of the Company are also directors or officers or shareholders of other companies that are
similarly engaged in the business of acquiring, developing and exploiting natural resource propertics. Such
associations may give rise to conflicts of interest from time to time. The directors of the Company are required
by law to act honestly and in good faith with a view to the best interests of the Company and to disclose any
interest, which they may have in any project or opportunity of the Company. If a conflict of interest arises at a
meeting of the board of directors, any director in a conflict will disclose his interest and abstain from voting on
such matter. In determining whether or not the Company will participate in any project or opportunity, the
directors will primarily consider the degree of risk to which the Company may be exposed and its financial
position at that time.

History of Losses

The Company has a history of losses including a net loss after non-controlling interest of $5,665,886 for the year
ended June 30, 2006, At June 30, 2006, the Company had an accumulated deficit of $19,513,785. The
Company anticipates that it will continue to incur losses for the foreseeable future until it can successfully place
its properties into commercial production on a profitable basis.

Shares Reserved for Future Issuance

There are stock options and share purchase warrants outstanding pursuant to which common shares may be
issued in the future. Options and share purchase warrants are likely to be exercised when the market price of the
Company’s common shares exceeds the exercise price of such options or warrants. The exercise of such options
or warrants and the subsequent resale of such common shares in the public market could adversely affect the
prevailing market price and the Company's ability to raise equity capital in the future at a time and price which it
deems appropriate. The Company may also enter into commitments in the future which would require the
issuance of additional common shares and the Company may grant additional share purchase warrants and stock
options. Any share issuances from the Company’s treasury will result in immediate dilution to existing
shareholders.
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Volatility of Share Price

The price of the shares of junior resource companies tends to be volatile. Fluctuations in the world price of
precious metals and many other elements beyond the control of the Company could materially affect the price of
the Company’s common shares.

Companies with Mineral Projects

To satisfy the reporting requirements of National Instrument 51-102F2 with respect to the Company’s mineral
projects, the Company has opted, as allowed by the Instrument, to reproduce the summaries from the technical

reports on the respective material properties.

La Parrilla Silver Mine, Mexico

The following summary is extracted from a technical report titled “Geological Evaluation of the Projects at the
La Parrilla Unit, State of Durango, Mexico” prepared by J.N. Helsen, Ph.D., P. Geo. dated February 2, 2007. Dr.
Helsen is an independent Qualified Person for the purposes of NI 43-101. The complete report can be viewed on
SEDAR at www sedar.com. The detailed disclosure contained in the aforementioned report is incorporated by
reference into this AIF.

First Majestic Silver Corp (FMSC) of Vancouver has been and continues working at a very fast pace since the
middle of 2004 to acquire all the land around the old La Parrilla mine, rehabilitate and put into production the
oxide circuit and build a complete new sulphide circuit, and carry out at the same time the necessary diamond
drilling programs and development work in order to increase the resources from a mere estimate (all categories)
of 761,069 tonnes (Table below) with an average grade of 315 g/t Ag grade to an indicated and measured
resource of more than 21,000,000 oz of silver and silver equivalents for gold, lead, and zinc at a grade of 278
Ag glt.

Resources Mineralization Tonnes Grade g/t silver
Measured resources: in sulfides 61,830 351 git silver.
Indicated resources: in sulfides 58,597 321 git silver.

Inferred resources: in sulfides 75,046 324 g/t silver.
Inferred resources: in oxides 565,595. 265 g/t silver

The resources before First Majestic Resource Corp. (“FMRC”) started operations were estimated by EGOSA
{Munoz Cabral, April 2004). These early pre-FMRC estimates have been surpassed by a large margin since
FMRC started its programs of diamond drilling and ramp development. FMRC changed its name to First
Majestic Silver Corp. (FMSC) in late 2006.

The land holdings grew from the initial 298 ha to about 3,424 ha with the acquisition of the Grupo Mexico
concessions to the current 21,890 ha after the staking of a new major claim of 18,466 ha (October 20, 06).

The mill consists of two circuits of a 400 ton capacity each per day. The sulphide circuit was put into production
in December 2006 so that the daily capacity has reached the goal of 800 tpd.

This property is located at the border of the Meseta Central and the east flank of the Sierra Madre Occidental.
‘The mine site, at about one km of the village of San Juan de La Parrilla, is located in the municipality of Nombre
de Dids, some 75 km SE of Durango. It has an excellent infrastructure, and is close, only 4 km, to the main
highway which links Durango and Zacatecas, two cities along the old silver road and officially honored with a
plaque in the city of Zacatecas.
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At present six diamond drill rigs are collaring predominantly in the Rosarios, La Blanca, San Marcos and
Quebradillas areas of the project (herein after referred to as the “La Parrilla Unit”). Several decp holes were
drilled under Level 9 of the Rosarios mine. The next phase of diamond drilling into the sulphide mineralization
will be done from cross cuts in Level 9 to access the sulphides with shorter and consequently cheaper holes.
While Level 9 in the Rosarios mine undergoes rehabilitation several drill rigs were moved to the Quebradillas
project to continue a program of verification or twin holes as well as exploration holes in order to confirm the
historic resources of Grupo Mexico.

Since the start of the FMSC exploration and development work in the La Parrilla Unit some 120 holes were
collared with a total of 28,269.87 m drilled. For the total resource calculations to date, 100 holes with a total of
23,702.37 m are involved. Assays arc pending for the other 20 holes. For the period of this report analytical data
for 59 diamond dril} holes (ddh’s) were used for the calculation of the drill indicated resources. These ddh’s
represent a total length of 13,478.95 m. Because diamond drilling is a continuing operation several holes are
included in this report, although they were drilled before the period covered in this report. This is done because
the assays were not available yet.

The La Parrilla Unit comprises several projects of which the La Rosa-Los Rosarios-La Blanca vein system is
certainly the crown jewel. It has been the district’s largest silver producer. Through the diamond drilling in the
area just west of the mill and the office buildings a new area of interest was opened leading to the vein-
replacement mineralization, dealt with in this report as the La Blanca project. This La Blanca project lies along
the roughly E-W running vein system of the Los Rosarios and La Rosa projects. This vein structure or system is
open to the east and to the west where it is thought to go across the valley in which the town of San Juan de la
Parrilla is located. The other projects of the La Parrilla Unit are located along a roughly NW-SE structure with a
similar type of mineralization in vein and as replacement. These projects are San Marcos, which contributes
already ore to the mill, San Nicolds, San José de los Muertos and the newly acquired Grupo México, better
known in and around the mine as Quebradillas with its Viboras ramp and Las Vacas subprojects.

Of importance in the La Parrilla Unit is the fact that all projects are governed by or intricately agsociated with the
same diorite intrusion which is considered to be the source for the various vein systems and their associated
mineralization that emanate from this diorite.

At the request of FMSC the present author wrote this N1-43-101 compliant geological evaluation report on the
newly established resources of the La Parrilla Unit covering the period September 6, 2006 to mid January, 2007.

Resources in this report are reported as the new drill indicated resources for the period covered by this report Nr.
4 because no new development work resources are to be reported. The final or current resources are the total
combined new resources of this period and all previous resources. Table 24 below gives the summary of all new
resources for all projects of the La Pamilla Unit. The resources are mentioned in silver (Ag) and silver
equivalents (Au, Pb, Zn).

Table 24, Summary of all new drill indicated resources for all La Parrilla projects, and the previously not
entered Los Rosarios Ag equivalents for Pb and Zn.

Resources Area/ Tonnes Width Ag Au Total Total Ap oz An oz 0Oz Ag

work (m) gft g/t Agp Aug g equiv
Drill Indic. l:ogsi’;zs 21276 | 523 | 207 | o4 51,742,234 31,649 1663550 | 1ot | 1710357
Drill Indic, | ROS2ros 059 | 025 492,619

ndic. Pb+Zn . .. "
. . Rosarios*

Drill Indic. Pb+Zn 3,066,631
Drill Indic. L:Sla::a 436,603 6.82 77 0.02 33,682,961 10,706 1,082,932 660 1,102,600
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Resources Area/ Tonnes Width Ag Au Total Total Agoz Au oz Oz Ag
work (m) | ght g/t Agg Aug equiv
La Blanca

Pb+Zn 0.69 1292 2,435,869

Drill Indic. Oxidos 67,777 1.40 206 0.03 13,961,235 1,812 448,864 58 452,287
Drill Indic. | S. Marcos 97,699 2.04 318 0.31 31,452,713 31,352 1,011,227 1,008 1,070,460

Drill Indic. | S. Nicolas 11,012 1.63 367 0.10 4,040,660 1,126 129,910 16 132,037
Grand | Total: 840,367 2.85 135 0.12 134,879,803 76,645 4,336,483 2,780 10,462,860

* This indicates the Ag equivalents for Pb and Zn in the Rosarios drill indicated resources not reported in the Nr.3 report. 142 These values were not
included in the calculation of the average grade value for Ag end Au.

The current resources of Report Nr. 4 comprise the combination of the new drill indicated resources and the last
resources as reported in Report Nr. 3. This gives a final grand total, up to date to January 27, 2007, of 1,867,300
tonnes (measured + indicated) of silver with an average grade of 278 Ag g/t. This results in a grand total of
21,455,9110z of Agt+Ag equivalents for Au, Pb and Zn.

Table 25. Up to date resources for Ag and Ag eqv. of Au, Pb and Zn for all projects of the La Parrilla Unit.

Project Width | Ag | Au Total Total Oz Ag
Resources Area Tonnes (m) ot o/t Agg Aug Ag oz Au oz equiv
Total Report | oco008 | 298 {320 | 0.4 | 315762014 | 129362 | 10,151,976 | 4,161 | 10,396,488
Indicated Nr.3
Total Report | ci0367 | 285 | 235 [ 012 | 134,879,803 | 76,645 | 4336483 | 2,780 | 10,462,860
Indicated Nr. 4
Grand Total 1,800,465 | 292 | 282 | 0.13 | 450,641,817 | 206,007 | 14,488,459 | 6,941 | 20,859,348
Indicated
Measured | Block 1 | 66,835 240 | 274 | 0.05 | 18345304 | 3,567 589.815 115 | 596,563
(Rep. 3)
Gn':“‘d Total | oosarios | 66,835 | 240 | 274 | 0.05 | 18345304 | 3567 | 589815 | ms | 596,563
easured
Grand Total 1867300 | 2.66 | 278 | 0.09 | 468987121 | 209574 | 15078274 | 7,056 | 21455911
Indic+Meas. i : . D * i ? Ty

* This indicates the Ag equivalents for Pb and Zn in the Rosarios drill indicated resources not reported in the Nr.3 report

Table 26. Summary of the Current Resources in Ag+Ag eqv. (Au) and Ag eqv. (Pb,Zn) for Rep. Nr. 3 and Nr. 4.

Report Type 0Oz Ag + Ag eqv. (Au) Oz Ag eq (Pb, Zn) Total
N°3 Indicated 10,396,488 10,396,488
N° 4 Indicated* 3,066,631 3,066,631
N°4 Indicated 4,467,741 2,928 488 7,396,229
N°3 Measured 596,563 596,563
Grand total 15,460,792 5,995,119 21,455911

* This indicates the Ag equivalents for Pb and Zn in the Rosarios drill indicated resources not reported in the Nr.3 report
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San Martin Silver Mine, Mexico

The following summary is extracted from a technical report titled “Technical Report for the San Martin de
Bolafios Silver Mine, State of Jalisco, México” prepared by Mark G. Stevens, C.P.G. and Leoncl Lopez, C.P.G.,
P.G. of Pincock Allen & Holt and dated June 23, 2005. Mr. Stevens, Mr. Lopez and Pincock Allen & Holt are
independent Qualified Persons for the purposes of NI 43-101. The complete report can be viewed on SEDAR at
www.sedar.com. The detailed disclosure contained in the abovementioned report is incorporated by reference
into this AIF.

1.0 Executive Summary

Pincock, Allen & Holt (PAH), a division of Runge, Inc. (Runge) was retained by First Silver Reserve Inc. (FSR),
to conduct an independent reserve audit, project update, and prepare a Technical Report in accordance with
Canadian National Instrument 43-101 for its San Martin de Bolafios (San Martin) silver-gold mining operation,
as represented by its wholly-owned Mexican subsidiary, Minera El Pilén, S.A. de C.V. (Pilén).

Preparation of this Technical Report for FSR by PAH included a site visit (May 16-19, 2005) to review the San
Martin mining operation current status, including underground mine, processing plant facilitics and present
environmental and infrastructure conditions. PAH site visit also included a visit to Pilén administrative and
support office at Guadalajara city, where Mr. Héctor Davila, (former) FSR Director, President and CEO,
personally introduced us to Pilén administrative personal and provided all requested data on the Company’s
financial statements.

The San Martin mine includes underground operations that have opened six main drifts with levels at an
approximate 35-meter vertical separation. Each one of the drifts has been developed to a maximum extension of
approximately 3,000 meters, with interconnecting ramps between levels, and all have surface access by the Cerro
Colorado hillside. Since 1981, when El Pilén initiated operations in the area, to December 2004, over 3.4 million
tonnes of silver ore have been extracted and processed, to produce sales of approximately 28.1 million ounces of
silver, including some gold and lead. Most of the San Martin ore production has been mined out from the
Zuloaga vein, with only minor production extracted from the Blanca vein, which branches out from the hanging
wall of the main structure,

Table 1-1 shows the recorded silver historical production by Pilon.
1.1 Location

Pilén’s San Martin Unit is located near the town of San Martin de Bolafios on the Bolafios River valley, in the
northern portion of the State of Jalisco, México. The San Martin operation is 150 kilometers by air or 250
kilometers by paved road north from Guadalajara city. Driving time is four to five hours and flying time is about
45 minutes by commuter plane. The town of San Martin de Bolafios has a population of about 3,000 and the
mine is a major contributor to the economy of the town and area.

The plant is located southeast of the town at an elevation of 850 meters asl. The mine is 10 kilometers northwest
of the town at elevations berween 1,080 and 1,600 asl.
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UTM coordinates at the central part of the San Martin Unit area are as follows:

North —2,375,500; East — 615,000

TABLE 1-1
First Silver Reserve Inc.

MINERA EL PILON,S.A.DEC.V.
San Martin de Bolafios Mining District
HISTORICAL SILVER PRODUCTION

Silver Ore . Average
Year (Metric Silver G.rade
Tonnes) Qunces Sold Silver
Ounce/MT

1984 110,468 566,726 5.13
1985 104,707 517,265 4.94
1986 108,837 579,022 5.32
1987 106,958 412,844 3.86
1988 105,419 244,554 2,32
1989 88,987 206,304 2,32
1990 99,947 484,704 4.85
1991 89,816 669,121 7.45
1992 72,105 563,868 7.82
1993 71,777 548,337 7.64
1994 77,313 812,650 10.51
1995 135,690 1,684,508 12.41
1996 171,099 2,148,719 12.56
1997 206,770 2,258,759 10.92
1998 257,924 2,337,123 9.06
1699 273,791 2,288,608 8.36
2000 262,768 2,315,143 8.81
2001 260,660 2,393,186 9.18
2002 258,219 2,399,494 9.29
2003 234,556 1,899,309 8.10
2004 266,592 2,312,745 8.68
TOTAL | 3,364,403 27,642,989 8.22

Note: 2004 silver ounce production includes gold as a silver equivalent

1.2 Ownership

Minera El Pilén S.A. de C.V. (Pilon) is a wholly owned subsidiary of First Silver Reserve Inc., which is based in
Vancouver, British Columbia. Pilén’s corporate offices are located in Guadalajara, México. Pilén operates the
San Martin Unit, an underground silver mine and ore processing facility near San Martin de Bolafios. Ore is
being mined primarily from the Zuloaga Vein and from along the adjacent La Blanca Vein. Exploration is on-
going along these vein structures, along other sub-parallel and crossing veins that have been uncovered recently

on the San Carlos level, as well as along the Rosario-Condesa Vein System.
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Pilén holds 31 contiguous mining concessions in the San Martin mining district that cover mineral rights for
7,841 hectares. These include 29 mining concessions with exploitation rights, and the remaining two exploration
concessions (600,000 hectares) currently in the process to be elevated to exploitation concessions. Pilon also
controls 5,272 hectares of mineral rights within 12 mining concessions located in other areas outside the San
Martin district, but still in the State of Jalisco. No current activity is reported by Pilén in those other exploration
areas.

13 Geology and Mineralization

The project area lies in the southern part of the Sierra Madre Occidental, an extensive volcanic terrain starting
near the United States-Mexican border and trending southeast into the states of Zacatecas and Jalisco. The terrain
is characterized by Tertiary age volcanic rocks that have been divided into a lower andesitic sequence of early
Tertiary age (40 to 70 million years) and an upper rhyolitic sequence of middle Tertiary age (20 to 40 million
years). In the project region, the stratigraphy is represented by a thick sequence of upper volcanics consisting of
approximately 1,000 meters of alternating ash-flow tuffs and lava flows. The composition of these rocks is
predominantly rhyolitic with lesser amounts of andesite and rare occurrences of basalts. Volcanism, structural
development and mineralization in the San Martin area occurred during late Miocene, resulting in a very
complex geologic framework, (Starling, 2001). Two distinct features have been recognized by different authors,
the pre and post mineralization rock formations, and the indicator Guasima Formation.

The mine is centered on the Zuloaga Vein, which has by far been the most extensively developed vein in the
district, having accounted for about one-half of the silver production in the district. The mining operation on the
Zuloaga Vein consists of six main levels and partial development in another three levels (Pinolea, San Carlos, La
Escondida) spanning a vertical interval of approximately 350 meters. Main access levels are San Jos¢, Santa
Maria, Ballenas, Cangrejos, San Pablo and San Juan, all with access to the levels from surface adits and various
interconnecting ramps, from clevations of 1080 to 1600 meters asl. Production also occurs from the La Blanca
Vein, a vertical split off of the Zuloaga Vein. The Zuloaga Vein occurs along an east-west trending normal fault
zone that dips on average 75 degrees to the north, with the hanging wall of the fault down-dropped 100 to 200
meters relative to the footwall. The vein has been identified over a strike length of 3 kilometers, with a developed
vertical extent of about 350 meters. Currently Pilén has initiated exploration and development along crosscutting
veins to the Zuloaga structure, at the Rebaje 40 Oriente on the Cangrejos Level, and at the Rebaje 1100 on the
Ballenas Level; in both cases NS veins intersecting the Zuloaga vein show high grade mineralization in widths of
up to 10 meters to the hanging wall of previously mined out narrow structures,

The La Blanca Vein is a near-vertical split off of the Zuloaga Vein that cuts upward through the Zuloaga hanging
wall. The La Blanca Vein is typically irregular and narrow, but where mineralized, has higher silver and zinc
grades. Sulfides occur as dissemination and clots in the breccia matrix, and locally as massive sulfide lenses.
Sulfides consist of galena and sphalerite, with lesser pyrite. Calcite is the predominant gangue mineral.

Two additional veins, the Condesa and Rosario, occur to the southwest and have northwest trends. No
production has come from these veins in recent years. Access to these veins is obtained from the town of San
Martin via an 11.4-kilometer gravel road. The Condesa structure strikes N 40° W and dips 81° SW. The Condesa
workings show mineralization over 150 meters along strike, with mineralization ranging from 1.5 to 2.0 meters
in width and occurring in a quartz-cemented andesitic breccia. The Rosario mine is located within the Santa Rosa
arroyo at an elevation of 1,600 meters. The Rosario mine is 11.7 kilometers from the town of San Martin on the
same gravel road leading to the Condesa mine. Documented production figures for the Condesa mine, as well as
the others in the area, are either not available or incomplete. These vein trends intersect the Zuloaga Vein in an
area below mineralized surface outcrops of the vein and represent an encouraging exploration target.
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1.4 Exploration and Project Data

Exploration potential for finding and developing new resources/reserves in the San Martin district appears to be
very promising. Ore bodies in the mine are typically indicated at depth beneath zones of alteration on the surface
expression of the Zuloaga Vein. The vein has been mapped (Luis Motilla, 1998) on the surface along the
outcroppings for about 2 kilometers, over the present workings and several altered zones were identified. These
surface alteration zones have been correlated to indicate ore concentrations in the present mine workings.

Direct exploration development is integrated into the mine preparation programs and for vein deposits this has
proven to be the most effective method of exploration. For the year 2,005, Pilén’s program of underground
development includes about 780 meters for exploration and drill site access preparation.

The drilling program has identified eight target zones along the Zuloaga vein in the San Martin mine. These 69
drill holes are directed to investigate areas of resources with the objective to increase reserves, and if it is
successful, the program should result in 1.8 million tones of additional resources for the mine, according to
Pilén’s Geology Department estimates.

Exploration sampling for reserve delineation in the San Martin mine is conducted by drifting along the
mineralized zone so that channel samples can be taken and diamond drilling can be conducted. Channel samples
are the primary means of sampling in the mine and are taken perpendicular to the vein structure, across the back
of the drift. Sampling crews take channel samples at irregular intervals, typically with one sample every 2 to 3.5
meters along new openings {drifts, crosscuts, ramps, stopes, etc.) and every day from stope development muck
piles.

Core drilling is conducted locally to test the upward and downward projections of the structural zone at a
distance from the drifts, Core samples are BQ size, 36 millimeters in diameter, and holes are reportedly of
generally good recovery (90 percent), with the remaining bad ground having modest recovery (50 to 60 percent).

1.5 Mining Methods

Current mine production has been averaging about 810 tonnes per day (ipd) from stopes located on La
Escondida, San Jose, Ballenas, Congrejos, San Pablo, San Juan, and Sta. Elena levels. Underground drilling is
performed using jackleg drills and trackless single-boom jumbos. Blasting is accomplished with ANFO
explosives. Typically, the total advance for drifting, ramping and raising is about 550 meters per month.
Underground loading and haulage is performed with 2 cy and 3 cy LHD's (scooptrams) and 10 tonne-capacity
trucks. Opening sizes are typically about 3.5 meters by 3.5 meters. Ramp inclinations are generally limited to
about 12 percent. The average productivity in headings is 0.7 meters per manshift, which is in the normal range
for this type of development. Mechanized, cut and fill stopes now account for 100 percent of the production
which is developed either directly on the vein or by first driving a drift on the vein and then driving a parallel
drift about 8 meters away, leaving a pillar between the drifts. Crosscuts are then driven about every 10 meters
from the parallel drift through the pillar to the vein for ore extraction. Raises are driven as neceded to provide
access, services and ventilation.

On the surface, the ore is loaded from stockpiles into 22-tonne trucks for transport to the mill some 15 kilometers
away over a gravel road. The ore haulage from the mine to the mill is performed by a contractor.
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1.6 Processing Facilities

Channel, exploration, mine development and production, and plant samples are sent 10 Pilén’s on site laboratory
for chemical analysis of silver and gold. In more recent years additional analyses by atomic absorption for lead
and zinc in geology samples have become routine. To evaluate sample quality control, Pilén performs multiple
assays, up to six times, in each sample, and periodic check analyses on samples. Since 2004, Pilén has sent each
month, from about 10 to 30 samples to Chemex Laboratories, an independent commercial laboratory, to Met
Mex Peiioles laboratory, and to Laboratorio Industrial Metalirgica Herrera, for duplicate analysis obtaining good
correlation in silver values and moderate to low correlation in gold assays.

The San Martin processing plant has been in operation since 1983 at an increasing capacity that has reached 750
tonnes per day. Silver ore has been processed by the conventional cyanidation method, agitation in tanks to
produce a precipitate by Memill-Crow with the silver and gold values extracted from the ore. The precipitate is
then smelted to produce doré for shipment to commercial refineries. Since 1983, Pilén has sold 28.1 million
ounces of silver with small amounts of gold. Mine and plant statistics indicate that the 2004 Run-of-Mine (ROM)
Ore averaged 277 g/t silver and 0.54 g/t gold. The total 2004 silver and gold recovery from doré and gravity
concentrates were 89.40 and 92.11%, respectively. The statistics for the first four months of 2005 were 247.8 gt
silver at a year-to-date (YTD) recovery of 84.65% and 0.48 g/t gold at a YTD recovery of 86.94%.

1.7 Mineral Reserves / Resources

Pil6n uses conventional, manual methods, assisted by computer databases, to calculate the tonnage and average
grades of the mineable reserve. Reserves are calculated annually, at the end of each calendar year. For this
report, PAH has reviewed the reserve dated December 31, 2004 (referred to subsequently as the January 1, 2005
reserve).

1.7.1 Reserve Estimates

Reserve blocks have been defined at the various drift levels in the mine where sampling has found economically
mineable mineralization within the Zuloaga, La Blanca and two NS newly-accessed veins. The reserve tonnage
and grade are based largely on channel samples, locally with some influence from drill core samples. Reserve
blocks range from 50 to 150 meters in length along the vein trend, with proven reserve blocks projected up to 25
meters from the drift in which the channel samples were taken, and probable blocks extending another 25 meters
beyond the proven blocks.

For the present {end of 2004) mineable reserve, PAH’s economic breakeven cutoff grade calculation was based
(Gag), solely on silver, for the total operating cost and process recoveries as follows:

Gag = $42.00/($7.00 x .868 %) = 6.91 oz/tonne or 215 g Ag/tonne

For the past year and a half all production has come from the mechanized cut and fill mining. Previously, about
24 percent of the production came from Shrinkage stoping.

The grams of gold contained in doré and concentrates was 143,960 grams (4,628 ounces), which would indicate
a mill feed grade of about 0.54g/t; the estimated process recovery for gold was 95.6 percent (137,687 grams gold
in doré plus concentrates from 266,592 tonnes x 0.54 g/t). For each ounce of silver paid there were 0.00215
ounces of gold paid (4426.753 ounces Auw/2,059,787.175 ounces Ag). At a gold price of $400/0z, this represents
a contribution of $0.86 per ounce of silver,
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In addition to the doré sales, a gravity concentrate is produced. During 2004, 175.2 tonnes of concentrate were
sold that contained 2,121,600 grams (68,210 ounces) of silver, 11,345 grams (365 ounces) of gold and 220.1
kilos of lead. For each ounce of silver sold, approximately 0.02 kilograms (0.05 lbs) of lead are sold. At $0.38/lb
of lead, this contributes another $0.02 per ounce of silver.

This would indicate a total contribution of gold and lead of $0.88 per ounce of silver.

The silver equivalent breakeven cutoff grade (Gag eq), considering the gold/lead contribution, converted to an
equivalent silver grade, would be as follows. Since the metal quantities and values shown in the gold/lead
contribution include process recoveries, they are not repeated in the cutoff calculation.

Gag eq = $42.00/(($7.00 x0.868%) + $0.88)) = 6.04 0z Ag eq./tonne, or about 188 grams Ag eg/tonne.

Table 1-2 summarizes the diluted, recovered, with credits added for AuwPb at 13 percent, proven and probable
reserves at El Pilén as reviewed by PAH. PAH notes that the reserve is in addition to the material considered as
resources.

PAH believes that these reserve estimates have been reasonably prepared and conform to acceptable engineering
standards for reporting of reserves. PAH believes that the classification of the reserves meets the standards of
Canadian National Instrument NI 43-101 and the definitions of the Canadian Institute of Mining, Metallurgy and
Petroleumn (CIM).

1.7.2 Resource Estimates

The Resource calculations by Pilén are based on projections of the mineralized zones of 50 meters beyond the
areas of the reserves for the measured resources, and another 50 meters beyond the boundaries of the measured
resources for the blocks of indicated resources. The grade for these blocks is determined from the grade
estimated for the adjacent Reserve blocks, and sampling in mine workings and drill holes located within the
block area.

In addition to the Reserves, Pilén has estimated Resources in blocks along the Zuloaga vein, La Blanca vein, the
Plomosa — Rosario vein, the Rosario — Condesa vein, and in two other NS newly accessed veins that cross the
main mineralized structure. These blocks were estimated in the same manner as that described previously for the
reserve blocks, with the additional calculation of lead and zinc assays where they are available. During the
period of 2004, Pilén generated production of lead and gold in gravity concentrates adding some contributions
for these metals to the silver recovery and sales. The estimated contribution for these metals was approximately
13 percent for the year; therefore, it is reasonable to add that value to the estimated silver grade, but with no
additional contribution of zinc.

Pilon’s estimated resource blocks do not include the estimated reserve blocks, since these have been projected at
distances that are adjacent and beyond the reserve blocks boundaries.

Pilén’s mineral resources do not include development details for underground mine accessibility and mine
planning, therefore, in PAH’s opinion these resources are appropriately reported as resources, with estimated
tonnage and grade calculated from available data on an “in-situ” basis.

Based on these assumptions, and in the mine’s silver COG, PAH reviewed the Pilon’s estimates, resulting in
resources that were credited with the 13 percent historical contribution for gold/lead to the silver grade, for a
silver equivalent contained ounces of 42.5 million, which at the current San Martin rate of production, may add
over 17 years of life to the mine. These resources were not adjusted for mine dilution, mine or metallurgical
recovery, or S&R charges.

The mineral resources estimated by Pilén and reviewed by PAH are presented in Table 1-3. PAH notes that these
resources are in addition to the previously reported reserve.
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TABLE 1-3
First Silver Reserve Inc.
MINERA EL PILON, S.A. DE C.V.
San Martin Unit
Measured and Indicated Mineral Resources Estimates by Pilon - Reviewed by PAH.
As of January 1, 2005 (No Mine Dilution or Mine Recovery Considerations)

Grade A Ao+ REX;
BL Location Tonnes Grade Ag (Only) rade Ag Equivalent (Ag+An+Pb)=1.13%
Ag git. Silver Ounces Apeq.p/t Silver Eq. Ounces
1 R - 7500 110,970 284 1,013,246 k73] 1,144,968
2 R-7000 397,561 283 3617272 320 4,087,518
3 Plaalille-R1500 114,229 79 1,024,641 315 1,157,844
5 Pinoles -R-6%0 445,794 130 3,196,500 260 3,725,045
[1 R-6405 - 6130 301,398 308 2,984,572 348 3,372,567
3 R-5583 SCA 268,117 175 1,370,544 31 2.678,715
10 Via Alto de Zal 52,920 n7 539,349 358 609,465
11 R-1100 S5JO 373811 nz 3,749,710 353 4,232,172
13 Sta, Elena 71,985 268 628,868 303 710,621
4 Niv SIN SuE 40W 115,50% 269 130013445 304 1,132,763
TOTAL ZULOAGA 2,154,000 179 20&27,100 315 ZZ,!ST&
15 La Blanca 86,076 nz 592,143 240 669,122
17 Rosario-Cond. 463,173 19% 2,963,330 225 3,348,619
TOTAL Zuk-bica-Ros-Cond SSO_,D.QO 2_0_1 3,555,500 2_2'1‘ 4,018,000
Total Measured ! 2,304,000 164 13,782,600 298 ZGISTSIDN
Blocks Location Tonmes Grade Ag (Only) Grade Ag Eqoivalent {AgtAntPhb)=1.13%
Ag pt. Silver Ounces Ag eq gt Siiver Eg. Ounces
z R - T000 416,842 386 5,173,087 436 5,845,588
3 Pinalillo-R1509 121,856 4 438,40 242 947,393
5 Pinolea -R-6%0 o [+]
[ R-6405 - 6130 76,333 193 736,179 337 831,882
7 disem. Alto Zaol [ 1]
] R-5583 SCA 142,727 245 1,124,251 217 1,270,404
4 Ballenas Inf. 333,094 125 2,445,744 254 2,763,691
10 Via Alto de Zul. 80,640 1 521,120 27 588,865
n R-110¢ 5JO 0 0
13 Sta. Eleny L] o
14 Niv S8IN Sup 46W Li] 1]
TOTAL ZULOAGA 1,177.000 186 10=8]9,0M 324 I2£43,000
15 La Blanca o 0
16 Plomasa-Cond, [ [
17 Rosarie-Cend. 463,114 199 1,963,002 225 3,348,193
TOTAL Zuk-blcs-Ros-Cond 463,000 199 1.963.000 225 3,343,000
Total indicated |__1.640,000 | 262 | 13,802 000 296 15,596,000
Measured + Endicated | 4444000 | 263 | 37,584,500 { 297 1 42.471,000

Note.- Pilon Blocks:Measured-7.9,12,16 and Indicated-1,4,12 were discounted due to grade lower than COG.

PAH believes that these resource estimates have been reasonably prepared and conform to acceptable
engineering standards for reporting of resources. PAH believes that the classification of the resources meets the
standards of Canadian National Instrument NI 43-101 and the definitions of the Canadian Institute of Mining,
Metallurgy and Petroleum (CIM).

The reserves and resources herein reported by Pitén for the San Martin Unit were reviewed by PAH and
constitute part of an operation by Minera El Pilén. There are no significant technical, legal, environmental,
political or other kind of restrictions; therefore, in PAH’s opinion these reserves and resources may not be
materially affected by issues that could prevent their extraction and processing.
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1.8 Environmental

PAH’s environmental and safety review consisted of discussions with site management, Ings. Armando [barra
Amaya, Director of Operations, Arturo Garcia Espinoza, Manager of Operations, and other mine and plant
personal, during the site visit, and to observe the current site safety and environmental conditions and to identify
any potential liabilities that may have significant economic impacts, and a brief review of file records provided
us during the site visit. Other public references have reported full compliance of Pilén in Mining and
Environmental Regulations (Peter Megaw, May 2003). Our assessment is not intended as an environmental and
safety compliance audit, although prudent practices were considered in our review. In PAH's opinion, Pilén is in
compliance with the required permits and authorizations.

1.9 Conclusions

Minera el Pilon’s San Martin Unit is a modest-sized underground operation that utilizes used equipment
whenever possible and expenses its replacement equipment to a large extent. As such, the capital outlay for the
mine has been nominal for the past several years and will remain so for the future. '

Mine capital forecast for 2006 is $350,000 with $160,000 scheduled principally for scoop trams and trucks and
$190,000 for diamond drilling underground. Mill items will be spent in 2006 and total $52,000. No figures were
available for 2007 capital expenditures, but $150,000 has been estimated for portal closures (ten at $10,000 each)
and for tailings pond reclamation. Salvage of plant equipment is forecast to just equal dismantling.

Production costs for the Unit in 2004 are provided in Table 1- 4, based on mine accounting records. A total of
$10.8 million was expended last year to produce roughly 266,600 tonnes of ore, containing saleable silver
amounting to approximately 2,400,300 ounces, without recovery considerations. On a unit basis, cash production
costs were $40.50/tonne of ore, and $4.50/0z of silver produced. Unit costs of $41.84/tonne of ore is projected
for 2005.
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TABLE 14
First Silver Reserve Inc.
MINERA EL PILON, S.A.DEC.V.

San Martin Unit
Operating Costs, 2004
Preduction = 266,592 tonnes, 2,400,286 vz Ag
uss $/tonne $loz Ag
Mine Operations
Labor 850,441 319 0.35
Material 2,683,109 10.06 1.12
Expenses 1,660,019 6.23 0.69
19.48 2.16
Mine Exploration
Labor 169,080 0.63 0.07
Matenial 200,588 0.75 0.08
Expenses 401,483 1.51 Q.17
2.89 0.32
Mill Operations
Labor 378,517 1.42 0.16
Material 1,486,747 5.58 0.62
Expenses 844276 3.17 0.35
10,16 1.13
Indirects
Labor 689,682 2.59 0.29
Material 198,436 0.74 0.08
Expenses 1,235,794 4.64 0.51
7.97 0.88
TOTAL
Labor 2,087,730 7.83 0.87
Material 4,568,880 17.14 1.90
Expenses 4,141,572 15.54 1.73
4(.50 4.50

A simplified cash flow forecast has been prepared and is presented as Table 1- 5. The economics covers the
period from January 2005 through June 2007, at which time the known proven/probable reserves will be
exhausted. In the interim, of course, it is expected that underground exploration will be advanced through both
diamond drilling and drifting, and that reserves will continually be added over time from the strong resource base
of the mine.

Basic premises for the cash flow involve silver prices, which are taken at $7/ounce for 2005 and $8/ounce
thereafter. Gold sales are presented at a percentage of silver revenues and are predicated on historical returns in
the past. Operating costs and expenses are increased by 8 percent annually to account for inflation and exchange
rates. Reclamation expenditures are considered spent in the remaining months of 2007. It can be seen from the
table that a net present value for the project at a 12-percent discount rate is approximately $3.93 million.

As expected the operation exhibits the greatest sensitivity to metal prices, followed by operating costs, and
finally by capital costs. Any variances in grade or metallurgical recovery will be equivalent to similar changes in
metal prices, since all three factors impact the revenue stream equally. In all cases, however, the San Martin Unit
shows positive economics as measured by a cash flow exercise, and thus the postulated reserve position is
accepted.
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TABLE 1-5
First Silver Reserve Inc.

San Martin Unit
Cash Flow Analysis, US$

(5.25 mo.)
Item Units 2005 2006 2007 TOTAL
REVENUE
Tonnes Milled tonnes 271,495 283,048 121,411 675,954
Head Grade oz Agflonne 8.56 831 8.81 8.81
Metallurgical Recovery % 84.92 85.00 85.00 85.00
Saleable Silver oz Ag 1,973,592 2,119,605 909,186 5,002,383
Sitver Price $loz 7.00 8.00 8.00 7.61
Gross Silver Revenue $ 13,815,143 16,956,840 7,273,490 38,045473
Gold Revenue $ 1,815,724 2,228,637 955,955 T 5,000,317
Gross Revenue $ 15,630,867 19,185,477 8,229,445 43,045,789
Less: Treatment, Security 3 360,119 412,018 102,119 874,256
Add: Miscellaneous 5 31,885 32,800 7,530 72,215
Net Revenue 5 15,302,633 18,806,259 8,134,856 42,243,748
COSTS
Mining $ 6,035,553 6,865,227 3,180,362 16,081,142
Milling $ 2,719,606 2,868,001 1,328,621 6,916,228
General 3 2,438,557 2,606,329 1,207,399 6,252,285
Expioration h3 534,818 563,084 260,852 1,358,754
Sales Expenses $ 75,060 85,951 39,817 200,828
Administration $ 946,855 1,017,477 471,353 2,435,685
Depreciation L3 537,593 574,102 265,957 1,377,652
Other s (46,625) (26,711) (12,374) (85,710)
Total Op Costs $ 13,241,417 14,553,460 6,741,988 34,536,865
Net Before Taxes $ 2,061,216 4,252,799 1,392,868 7,706,884
TAXES & PROFIT SHARE
Taxes b 618,365 1,275,840 417,860 2,312,065
Profit Share $ 206,122 425,280 139,287 770,688
Net After Taxes $ 1,236,730 2,551,679 835,721 4,624,130
Add Depreciation $ 537,593 574,102 265,957 1,377,652
Operational Cash Flow b 1,774,323 3,125,781 1,101,678 6,001,782
CAPITAL INVESTMENT h3 606,000 350,000 150,000 1,106,000
PROJECT CASH FLOW 3 1,168,323 2,775,781 951,678 4,895,782
NET PRESENT VALUE @ 10% 4,071,155
@ 12% 3,933,367
@ 15% 3,740,566
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La Encantada Silver Mine, Mexico

The following summary is extracted from a technical report titted “Geological Evaluation Report of the La
Encantada Property, State of Coahuila De Zaragoza, Mexico” prepared by J.N. Helsen, Ph.D., P. Geo. dated
December 5, 2006. Dr. Helsen is an independent Qualified Person for the purposes of NI 43-101. The complete
report can be viewed on SEDAR at www.sedar.com. The detailed disclosure contained in the aforementioned
report is incorporated by reference into this AlF.

At the request of First Majestic Silver Corp. (FMSC), the present author visited the La Encantada Silver Mine
site between October 24 and 26, 2006 (travel days not included). FMSC at that time was in the process to acquire
Desmin S.A. de C.V. This silver lead mine property is located in the State of Coahuila, Mexico. The best access
to the mine is via the Muzquiz town on the east flank of the Sierra de La Encantada. From Muzquiz, the last
major town, the mine can be reached via 165 km on pave highway (going N} and 45 km afier crossing the sierra
in a southerly direction on the west flank of the same sierra.

Desmin is the privately owned company that exploited the La Encantada Silver Mine from 2004 to November 1,
2006 after signing an Exploitation Agreement with Minera La Encantada, S.A. de C.V. from the Grupo Pefioles
with favorable conditions. Minera La Encantada operated the mine from the early 1970 through 2003,

The La Encantada Silver Mine is located in Lower Cretaceous limestones (Albian) in a regionally folded and
thrusted sequence of Mesozoic carbonates and interbedded with shale. This folded complex forms part of the
morpho-tectonic province of the Sierra Madre Oriental which can be compared to the Rocky Mountains in BC
and Alberta.

The Mineralization occurs predominantly in Albian limestones of the Aurora Fm. and belongs to the High-
Temperature, Carbonate Hosted, Ag-Pb-Zn-(Cu) skarn deposits (Megaw ct al., 1988) type. The mineralization
occurs in chimneys, contact bodies, mantos, and irregular veins. Some 34 minerals of 9 groups have been
recognized. They are all supergenic enrichment minerals. The predominant silver mineralization occurs as
argentite, acanthite, galena and some native silver.

Desmin is a private company that operates La Encantada mine and mill with a capacity of 1,000 tonnes per day.
This plant, however, is running only at 25 % of its capacity, because lack of investment capital. The plant runs
10 day campaigns because not sufficient mill feed can be developed to run at full capacity. The production
figures for 2005 give 122,549 tonnes with a grade of 376 g/t and 58.54% silver recovery and, as stated by
Desmin, 814,950 oz Ag sold for that year. The development for 2005 is mentioned as 1,564 m in total. This
refers to drifts and cuts to locate resources for preparation and mill feed. The production cost amounts to US$
4.90/0z Ag.

It should be mentioned that it is difficult to obtain a good idea of the resources information because all
information consists of tables but without any back-up in the form of a database, sections plans, resource
calculations, assay certificates or data. For this reason an exploration program has been proposed to confirm the
resources as put forward by Desmin in four areas mainly located in the SW half of the property. Another
exploration program will take care of the regional potential because several anomalies exist which have not been
investigated. Several exciting targets exist including four airborne magnetometric anomalies excluding the
anomaly over the mine site itself. The total proposed exploration budget amounts to some US$ 4,117,500.
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Chalchihuites Group Properties, Mexico

The following summary is extracted from a technical report titled “Geological Evaluation Report of the
Chalchihuites Property, State of Zacatecas, Mexico” prepared by J.N. Helsen, Ph.D., P. Geo. dated April 5, 2006.
Dr. Helsen is an independent Qualified Person for the purposes of NI 43-101. The complete report can be
viewed on SEDAR at www.sedar.com. The detailed disclosure contained in the aforementioned report is
incorporated by reference into this AIF.

The Chalchihuites project area starts at about one km east of the town of Chalchihuites. The property was
acquired by FMRC in 2005. It consists of three groups of claims with a total surface area of + 487 hectares. To
reach Chalchihuites one can leave from either Durango or Zacatecas cities via the Interstate highway Nr 45
which connects these old mining cities. The property enjoys excellent infrastructure and can be reached easily
throughout the year. It is only about 50 km away, as the crow flies, from the La Parrilla property to the NW,

The geological setting of the Chalchihuites property in the State of Zacatecas, Mexico, shows many similarities
to the La Parriila property which is also owned by FMRC and which undergoes extensive drilling and
development at this moment.

An exploration program was designed to investigate the entire property with the ultimate purpose to increase the
overall resources as mill feed for the La Parrilla plant in Durango. The exploration started with a geological
survey followed by the establishment of a grid for a geochemical survey which was then followed up with a
geophysical survey and diamond drilling. Seven holes have been drilled by now on the La Perseverancia mine
claims. In the San Juan mine area one hole has been finished and a second one is in progress.

The results of the geochemical survey show that a good correlation exists between Ag, Pb, Zn, and Cu. Good
anomalies have been determined and they coincide very well with the already known mineralized areas of La
Perseverancia, San Juan, La Esmeralda, and Las Cotorras.

The geophysical survey was carried out on the same grid and consisted of the Natural Source Audio- Frequency
Magneto-Telluric geophysical method (NSAMT), not widely used in Canada, but apparently better suited for dry
climates and to investigate rock differences based on resistivity (or impedance) at depth particularly in the
investigation of geological targets like the margins between different rock types such as intrusives and skarns.

Some of these features are now being investigated with a good degree of success as shown in ddh PRV-02, ddh
PRV-05 and PRV-3.

It should be kept in mind that the exploratory drilling program is just starting, and that the area of interest in
comparison is vast, and certainly better suited to miss a target than to hit. There are abundant signs of
polymetallic mineralization, but the targets could be small although high in grade. A good example is the ddh
PRV-3 under the Perseverancia shaft. Good mineralization was cut in three sections of the core; 1747 g/t Ag over
0.85 m, 291 g/t Ag over 0.80 m and 420 g/t Ag over 1.10m.

One target candidate in particular for more drilling is the La Perseverancia chimney. Careful planning is
necessary in this case. Another recommendation would be to reanalyze some of the combined anomalies such as
the most south-eastern Ag anomaly with a denser grid in order to better outline a future target time permitting.
Rehabilitation of the New Perseverancia shaft has started and a crosscut for an underground diamond drill station
is in progress. This rehabilitation will improve the position and the planning of the next diamond drill program
from within the Perseverancia chimney.
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Candamefia Mining District Property, Mexico

The following summary is extracted from a technical report titled “Evaluation Report of the Candamefia
Property, Ocampo Municipality, State of Chihuahua, Mexico” prepared by J.N. Helsen, Ph.D., P. Geo., dated
June 10, 2005. Dr. Helsen is an independent Qualified Person for the purposes of NI 43-101. The complete
report can be viewed on SEDAR at www.sedar.com. The detailed disclosure contained in the aforementioned
report is incorporated by reference into this AIF.

The Candamefia property covering a total area of 5,215 hectares was acquired by First Majestic Silver Corp. of
Vancouver in November 2004, This property is located in a remote area of the Barranca section of the NW Sierra
Madre Occidental in the State of Chihuahua close to the border with Sonora. The property can be reached from
cither Hermosillo or Chihuahua via Highway 16 that connects both cities. From Chihuahua (£ 250 km WSW in a
straight line) it takes about three hours aloeng the paved highway to the turn-off near Basaseachi. From here it
takes another five hours along a 4x4 mountainous gravel/rock road to the Candamefia exploration camp site of
the property right in front of the Nuevo Dolores mineralization cliff.

The author visited two mineralized prospects which are the Nuevo Dolores gold, bulk tonnage, high sulphidation
deposit and the La Verde fissure vein type mineralization. Although both deposits are epithermal in character,
they are different in many ways such as size, mineralization, geology, geochemistry, etc. Both are dealt with in
this report although their importance is very different.

The geology of the area is for several reasons interesting and promising for additional mineralization. The La
Verde vein occurs in the Lower Volcanic Series (LVS) andesites which are known to host many mines within the
Sierra Madre Occidental. The Nuevo Dolores deposit is situated higher up in the stratigraphy, in Upper Volcanic
Series (more acidic to rhyolite), and is associated with a leucocratic rhyodacitic porphyry that intrudes epiclastic
UVS rocks. Both mineralizations are associated in one way or another with the Ocampo Caldera (diam. 20 km)
features such as ring structures and radial faults, but this relationship has never been studied in depth. It suffices
to say that within the area occur several alteration halos which have never been explored such as the Colorada
area across the Candamefia River from the La Verde mine and the La Blanca alteration zone (visible gold?) only
4 km from Nuevo Dolores. These alterations zones, obviously, are targets for exploration the sooner the better.

Another point of interest is the fact that the NW Sierra Madre Occidental already contains several gold, bulk
tonnage deposits either recently discovered (E! Sauzal) or put into production or known for some time (Mulatos,
Dolores) but never seriously explored until very recently. Others in the region are Ocampo, Moris, and Dios
Padre. The Nuevo Dolores deposit has several features which compare favorably to the above mentioned
deposits.

Manhattan Minerals Corporation carried out a drill program (60 diamond drill holes with a total of + 11,475 m)
and other exploration work. A historical resource estimate was calculated on the basis of section intercepts with
sections at 50 m intervals and apparently only on the data from the first 44 holes. No information exists on the
last eight holes although Manhattan geologists state that these holes do not alter substantiaily the end results.
These last cight holes are not even plotted on the general drill hole location map. Information on-the resource
estimates is difficult to come by and a final report on work carried out apparently was never produced. No
general compilation map exists nor a good geology map of the project.

Obviously one of the first tasks is to acquire whatever existing information and convert this information nto a
digital data format in order to reproduce sections, for re-interpretation of all information. At the same time some
holes should be re-logged, re-analyzed, duplicate samples verified, etc.
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Although in terms of size the La Verde vein ranks on a much smaller scale, with appropriate exploration new ore
shoots may be discovered along the projected vein (up to 2 km). If so, the existence of a small flotation plant
which can be rehabilitated adequately, and which is located close to the camp site, certainly represents a big
advantage. The La Verde Vein system area has never been explored.

DIVIDENDS

The Company has not paid any dividends since incorporation and it has no plans to pay dividends for the
foreseeable future. The directors of the Company will determine if and when dividends should be declared and
paid in the future based on the Company’s financial position at the relevant time. All of the common shares of
the Company are entitled to an equal share of any dividends declared and paid.

CAPITAL STRUCTURE
General Description of Capital Structure

The Company’s authorized capital consists of an unlimited number of common shares without par value. A total
of 52,178,630 common shares of the Company were issued and outstanding as at the date of this AIF.

Each common share of the Company ranks equally with all other common shares of the Company with respect to
dissolution, liquidation or winding-up of the Company and payment of dividends. The holders of common shares
of the Company are entitled to one vote for each share of record on all matters to be voted on by such holders
and are entitled to receive pro rata such dividends as may be declared by the board of directors of the Company
out of funds legally available therefore and to receive pro rata the remaining property of the Company on
dissolution. The holders of common shares of the Company have no pre-emptive or conversion rights. The
rights attaching to the common shares of the Company can only be modified by the affirmative vote of at least
two-thirds of the votes cast at a meeting of shareholders called for that purpose.

MARKET FOR SECURITIES
Trading Price and Volume
The common shares of the Company are listed and posted for trading on the TSX Venture Exchange under the

trading symbol “FR”. The following table sets forth the high and low trading prices and trading volume of the
common shares of the Company as reported by the TSX Venture Exchange for the perieds indicated:

High Low
Period 3 b} Yolume
January 2007 $5.75 $4.70 3,602,247
December 2006 $4.95 $4.13 2,110,880
November 2006 $4.77 $3.48 3,908,326
October 2006 $4.10 $2.69 5,027,420
September 2006 $5.25 $2.47 §,220,728
August 2006 $4.98 $3.95 2,122,557
July 2006 $4.82 $4.25 795,989
June 2006 $5.20 $3.58 1,653,899
May 2006 $7.05 $4.65 4,339,670
April 2006 $5.90 $3.65 5,610,175
March 2006 $4.49 $3.49 3,361,783
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High Low
Period $ 5 Volume
February 2006 $3.62 $2.83 2,183,020
January 2006 $3.45 $2.46 2,727,220
December 2005 $2.67 $2.25 1,219,078
November 2005 $2.70 $2.02 1,156,649
Qctober 2005 $2.34 $1.90 1,183,294
September 2005 $2.37 $1.84 1,533,808
August 2005 $2.15 $1.84 1,071,992
July 2005 $1.99 $1.76 893,845

The common shares of the Company are also quoted on the “Grey Market” in the U.S. under the symbol
“FRMSF” and on the Frankfurt, Berlin, Munich and Stuttgart Stock Exchanges under the symbol “FMV™,

DIRECTORS AND OFFICERS
Name, Occupation and Security Holding -

The following table sets out the names of the current directors and officers of the Company, provinces or states
and countries of residence, positions with the Company, principal occupations within the five preceding years,
periods during which each director has served as a director and the number of common shares of the Company
and percentage of the issued common shares of the Company beneficially owned, directly or indirectly, or
subject to control or direction by that person,

The term of each of the current directors of the Company will expire at the next Annual General Meeting unless
his office is earlier vacated in accordance with the Articles of the Company or he becomes disqualified to act as a
Director. The Company is not required to have an executive committee but it has an Audit Committee, a Human
Resources, Compensation and Nominating Committee and Corporate Governance Committee as indicated below.
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No. of
Common

Percentage

Name, Position and City, Principal Occupation or Period as a Director of Issued

Province and Country of
Residence

Employment for Past 5 Years w

of the Company

Shares

Capital @

ROBERT A. McCALLUM,
B.Sc., P.Eng ®®

Chairman and Director

West Vancouver, British
Columbia, Canada

KEITH NEUMEYER
CEQ, President and Director
London, England

RAMON DAVILA, log.
Chief Operating Officer and
Director

Durango, Mexico

Professional consulting engineer
and President of Robert A.
McCallum Inc. from 1999 to
present; President and CEQ of
Kensington Resources Ltd. from
June 1, 2004 to October 28, 2005;
Director of Shore Gold Inc. (a
diamond exploration company)
from October 28, 2005 to present;
Chairman and Director of First
Silver from June 19, 2006 to
present.

President of the Company from
November 3, 2001 to present;
Director of the Company since
December 5, 1998; President, CEO
and Director of First Silver from
June 19, 2006 to present.

Chief Operating Officer of the
Company from December 14,
2004 to present; Chief Operating
Officer and Director of First
Silver from June 19, 2006 to
present; President of Plata
Panamericana SA de CV, a
wholly owned subsidiary of Pan
American Silver Corp. between
March 1998 to October 2003;
Member of the Board of Directors
of the Chamber of Mines in
Mexico; Member of the Society
of Mining Metallurgical and
Exploration Engineers, Member
of the Society for Mining,
Metallurgy and Exploration and
Geologic Engineers in Mexico.

December 15, 2005
to present.

December 5, 1988 to
present.

April 15,2004 to
present.

20,000

2,356,300

213,040

Less than
1%

4.5%

Less than
1%

() The information as to principal occupation and shares beneficially owned has been fumished by the respective individuals.

{2) Based upon the 52,178,630 common shares of the Company issued and outstanding as of the date of this AIF.

{3} Member of the Audit Comunittee.
(4) Member of the Human Resources, Compensation and Nominating Committee.
(5 Member of the Corporate Governance Committee.
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No. of Percentage

Name, Position and City, Principal Occupation or Period as a Director Common of Issued
Province and Country of Employment for Past 5 Years "  of the Company Shares Capital @
Residence
RAYMOND L. POLMAN, CA Chief Financial Officer of the N/A Nil 0.0%
Chief Financial Officer Company from February 1, 2007
Vancouver, British Columbia, to present; Chief Financial
Canada Officer of lkona Gear

International, Inc. from December

2003 to November 2006;

Associate of MCSI Consuiting

from October 2001 to November

2003; Consultant from October

1999 to 2001; and Chief Financial

Officer of Nexmedia

Technologies Inc. from July 1995

to September 1999,
TONY PEZZOTT] ¥ Retired. General Manager and November 30, 2001 471,000 Less than
Director Co-owner of PSL Steel Ltd. from  to present. 1%
Bumaby, British Columbia, 1979 to 2000.
Canada
DAVID SHAW, Ph.D. President of Duckmanton Partners ~ January 12, 2005 to 10,000 Less than
Director Ltd. from June 12, 2000 to present;  present. 1%
Vancouver, British Columbia, currently President and Director of
Canada Albion Petroleum Ltd. (a capital

pool company).
DOUGLAS PENROSE, CA ™% Vice President, Finance and September 7, 2006 to Nil 0.0%
Director Corporate Services of British present.
Kamloops, British Columbia, Columbia Lottery Corporation
Canada from 2000 to present; Director of

First Silver from June 19, 2006 to

present.
ROBERT YOUNG " Independent geological consultant  September 7, 2006 to Nil 0.0%
Director from 1999 to present; Director of  present.
Richmond, British Columbia, First Silver from June 17, 2003 to
Canada present; Vice President, Special

Projects and South American

Exploration, Teck Limited from

1993 to 1997.
JUDE FAWCETT Corporate Secretary of the N/A Nil 0.0%
Corporate Secretary Company from August 15, 2005
Langley, British Columbia, Canada  to present; Corporate Secretary of

First Silver from June 19, 2006 to

present; Legal Assistant with

Pivotal Corporation from 2003 to

2005; Legal Assistant with RBS

Lawyers from 1999 to 2003
n The information as to principal occupation and shares beneficially owned has been fumished by the respective individuals.
(2) Based upon the 52,178,630 commeon shares of the Company issued and outstanding as of the date of this AIF.
3) Member of the Audit Committee.
(4) Member of the Human Resources, Compensation and Nominating Committee.

(5} Member of the Corporate Governance Committee,
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The number of common shares of the Company which the directors and senior officers of the Company
beneficially own, directly or indirectly, or over which control or direction is exercised, is 3,070,340 common
shares of the Company or approximately 5.9% of the common shares of the Company issued and outstanding as
of the date of this AITF.

Cease Trade Orders, Bankruptcies, Penalties or Sanctions

To the knowledge of the Company, no director or executive officer of the Company nor a shareholder holding a
sufficient number of common shares of the Company to materially affect the control of the Company, nor a
personal holding company of any of them,

{a) is, at the date of this AIF or has been within the 10 years before the date of the AIF, a director or
executive officer of the company (including the Company), that while that person was acting in that

capacity,

(i) was the subject of a cease trade order or similar order or an order that denied the relevant
company access to any exemption under securities legislation, for a period of more than 30
consecutive days;

(i1) was subject to an event that resulted, after the director or executive officer ceased o be a director
or executive officer, in the company being the subject of a cease trade or similar order or an
order that denied the relevant company access to any exemption under securities registration, for
a period of more than 30 consecutive days; or

(iii)  or within a year of that person ceasing to act in that capacity, became bankrupt, made a proposal
under any legislation relating to bankruptcy or insolvency or was subject to or instituted any
proceedings, arrangement, or compromise with creditors, or had a receiver, receiver manager, or
trustee appointed to hold ifs assets; or

(b) has, within the 10 years before the date of this AIF, become bankrupt, made a proposal under any
legislation relating to bankruptcy or insolvency, or become subject to or instituted any proceedings,
arrangement or comprise with creditors, or had a receiver, receiver manager or trustee appointed to hold
the assets of the director, officer or shareholder.

To the knowledge of the Company, no director or executive officer of the Company, nor a shareholder holding a
sufficient number of common shares of the Company to affect materially the control of the Company, nor a
personal holding company of any of them, has been subject to,

(a) any penalties or sanctions imposed by the court relating to securities legislation or by a securities
regulatory authority or has entered into a settlement agreement with a securities regulatory authority; or

L) any other penalties or sanctions imposed by a court or regulatory body that would likely be considered
important to a reasonable investor in making an investment decision.
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Conflicts of Interest

Certain directors of the Company are also directors or officers or shareholders of other companies that are
similarly engaged in the business of acquiring, developing and exploiting mineral properties. Such associations
may give rise to conflicts of interest from time to time. The directors of the Company are required by law to act
honestly and in good faith with a view to the best interests of the Company and to disclose any interest, which
they may have in any project or opportunity of the Company. If a conflict of interest arises at a meeting of the
board of directors, any director in a conflict will disclose his interest and abstain from voting on such matter. In
determining whether or not the Company will participate in any project or opportunity, the directors will
primarily consider the degree of risk to which the Company may be exposed and its financial position at that
time. See “Interest of Management and Others in Material Transactions™.

LEGAL PROCEEDINGS AND REGULATORY ACTIONS
Legal Proceedings

In 1992, El Pilon entered into a contract with a Mexican bank, whereby the bank committed to advance cash to
El Pilon in exchange for silver to be delivered in future installments. The bank failed to advance the agreed
amount, and El Pilon therefore refused to deliver the silver. El Pilon sued the bank for breach of contract. The
Company believes it will retain the amount received from the bank but the ultimate outcome is uncertain. The
aggregate potential liability including interest and penalties amounts to $2,695,436. The Company recorded this
liability at its best estimate of fair value in the amount of $1,286,788 as part of the Acquisition of First Silver.

In February 2004, an action was commenced against the Company by the optionors of the Wekusko Property in
Manitoba whereby the optionors are seeking an amount of $43,500, 30,000 common shares of the Company and
an entitlement to exercise an option to purchase 100,000 shares of the Company at a price of $0.35 per share.
Management believes that there are substantial defences to the claim; however, the outcome of this litigation is
not presently determinable.

In July 2006, an action was commenced against the Company by a former executive who alleges that the
Company breached a March 2005 stock option agreement. The plaintiff is seeking money damages or, if the
court finds this inappropriate, 25,000 common shares of the Company plus interest. Management believes that
there are substantial defences to the claim; however, the outcome of this litigation is not presently determinable.

Regulatory Actions

No penalties or sanctions were imposed against the Company by a court relating to securities legislation or by a
securities regulatory authority during the year ended June 30, 2006.

No penalties or sanctions were imposed by a court or regulatory body against the Company that would likely be
considered important to a reasonable investor in making an investment decision.

The Company did not enter into any settlement agreements with a court relating to securities legislation or with a
securities regulatory authority during the year ended June 30, 2006.
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INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

No director, senior officer, principal holder of securities or any associate or affiliate thereof of the Company has
any interest, directly or indirectly, in material transactions with the Company within the three most recently
completed financial years or during the current financial year that has materially affected or will materially affect
the Company, other than the following transactions, which were in the normal course of business:

Employment Agreement — Keith Neumeyer

The Company entered into an Employment Agreement dated September 26, 2003, as amended April 1, 2004,
pursuant to which Keith Neumeyer is employed as President and Chief Executive Officer for an unspecified term
at a current salary of US$13,500 per month plus benefits and the granting of stock options and the awarding of
annual bonuses which shall be determined at the absolute discretion of the Board of Directors or a Committee of
the Company. The Employment Agreement may be terminated by Mr. Neumeyer with 90 days’ written notice or
by the Company at any time with cause, or without cause, by payment of six months’ base salary plus benefits.
After two years of employment with the Company, this amount will increase by two months for each additional
year of employment. In the event of a change of control, the Company is committed to making severance
payments to Mr. Neumeyer totalling six months’ base salary plus benefits and after two years of employment
with the Company, this amount will increase by two months for each additional year of employment. During the
three months ending September 30, 2006 and the three fiscal years ending June 30, 2006, the Company incurred
$45,253, $135,697, $149,967 and $90,376, respectively, for management services provided by Mr. Neumeyer.

Consulting Agreement — Ramon Davila

The Company entered into a Consulting Agreement dated February 10, 2006 pursuant to which Mr. Davila is
retained as a consultant with respect to the Company’s operations in Mexico for an unspecified term at a current
salary of US$13,500 per month plus benefits and the awarding of annual bonuses which shall be determined at
the absolute discretion of the Compensation Committec but in any event, shall not be less than US$10,000
annually. The Consulting Agreement may be terminated by Mr. Davila with 90 days’ written notice or by the
Company at any time with cause, or without cause, by payment of six months’ consulting fees. After two years
of consulting with the Company, this amount will increase by two months for each additional year of consulting.
In the event of a change of control, the Company is committed to making severance payments to Mr. Davila
totalling twelve months’ base salary plus benefits and after two years of consulting with the Company, this
amount will increase by two months for each additional year of consulting. During the three months ending
September 30, 2006 and the three fiscal years ending June 30, 2006, the Company incurred $46,313, $187,588,
$150,470 and $29,896, respectively, for consulting services provided by Mr. Davila.

Other

1. During the three months ending September 30, 2006 and the three fiscal years ending June 30, 2006, the
Company incurred $15,000, $65,000, $22,600 and $nil, respectively, for geological and technical services
provided by a current and a former director of the Company and/or companies controlled by a current and
a former director of the Company.

2. During the year ended June 30, 2004, the Company completed a non-brokered private placement of three
million units in which certain directors of the Company purchased 325,000 units and a non-brokered
private placement of eight million units in which certain directors purchased 20,000 units.
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The respective agreements for the Niko Silver Project in Mexico and the Platino Porphyry Project in
Argentina were with Dundarave Resources Inc. (formerly JABA Explorations Inc.), a company with
former directors in common. During the year ended June 30, 2005, the Company incurred exploration
expenditures of $510,710 (2004 - $nil) with a company controlled by a director in common.

A finder’s fee of US$182,500 was paid to Ramon Davila in connection with the acquisition of the La
Parrilla Silver Mine.

A finder’s fee of US$68,422 was paid to Ramon Davila for the completion of an option on a portion of the
Chalchihuites Group of Properties known as San Juan. A finder’s fee in the aggregate of US$200,081 is
payable to Ramon Davila in the event that the remaining options for the Chalchihuites Group of Properties
are exercised.

TRANSFER AGENT AND REGISTRARS

The Company’s transfer agent and registrar is Pacific Corporate Trust Company (“PCTC”). PCTC’s register of
transfers for the common shares of the Company is located at 510 Burrard Street, Second Floor, Vancouver,
British Columbia,